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Summary of Operations 
(dollars in millions, except per share data) 


2014 2013 Change 
Revenues $ 450.6 $ 389.2 16% 
Operating Income $ 130.7 S «3:5 15% 
Operating Income, as Adjusted! $ 162.8 Soe FRO 24% 
Net Income Attributable to Common Stockholders $ 97.7 $ Toe 30% 
Operating Margin 29% 29% 
Operating Margin, as Adjusted! 48% 45% 
Per Share Data 
Weighted Average Shares Outstanding — Diluted (in thousands) 9,292 8,433 10% 
Earnings per Share — Diluted $ 10/51 $ 8.92 18% 
Assets Under Management 
(dollars in millions) 
Ending Long-Term Assets Under Management? $ 56,702.4 $ 56,183.0 1% 


By product (12/31/2014): 
@ Long-Term Open-End Mutual Funds $36,292.3 


@ Closed-End Mutual Funds 7,581.4 
@ Variable Insurance Funds 1ED2IES) 
@ Separately Managed Accounts? 6,884.8 
@ Institutional Products? 4,722.0 

Total $56,702.4 


By asset category (12/31/2014): 


@ Equity $34,180.7 
@ Fixed Income 16,681.6 
@ Alternatives* 5,372.4 
@ Other® 467.7 

Total $56, 702.4 


1 Certain supplemental performance measures are provided in addition to, but not as a substitute for, performance measures determined in accordance with GAAP. These 
supplemental measures may not be comparable to non-GAAP performance measures of other companies. “Operating Income, as Adjusted” and “Operating Margin, as 
Adjusted” are supplemental non-GAAP measures that net the distribution and administration expenses against the related revenue and remove certain non-cash and other 
identified amounts. For our definition of these terms, as well as a reconciliation to GAAP measures, see “Reconciliation of Revenues, Operating Expenses and Operating 
Income on a GAAP Basis to Revenues, Operating Expenses and Operating Income, as Adjusted” in the Supplemental Financial Information, included as an attachment to 
this annual report after the Form 10-K. 

? Represents assets under management excluding cash management strategies 

3 Includes assets under management related to options strategies 

* Consists of long/short equity, real estate, master-limited partnerships, and other 

° Consists of option strategies 


This report may contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, which, by their nature, are subject to 
significant risks and uncertainties. Virtus Investment Partners, Inc. intends for these forward-looking statements to be covered by the safe harbor provisions of the federal 
securities laws relating to forward-looking statements. For a further discussion, see “Forward-Looking Statements” on page 19 of the attached Form 10-K. 


MESSAGE TO SHAREHOLDERS 


To Our Fellow Shareholders, 


Our accomplishments in 2014 — and the progress that we 
made toward the five strategic priorities that guide the 
company — were broad-based and substantial: 


> We achieved strong financial results in key metrics, 
including higher operating income, as adjusted, and earnings 
per share, as a result of growth in revenues and assets 

under management. 


> We expanded our investment capabilities by introducing 
distinctive new products, including a suite of liquid alternative 
funds, and focused our distribution resources to further 
support the financial advisors who sell our products. 


> We increased assets under management modestly, 
notwithstanding the decrease in sales and flows. 


> We maintained a strong balance sheet that provides 
significant operating flexibility to position the company for 
future growth while returning appropriate levels of capital 
to shareholders. 


Strategic Priorities 


> Maintain a highly differentiated set of quality investment 
strategies in a variety of product structures from disciplined 
boutique managers 


> Enhance our distribution capabilities to increase market 
share in existing channels and develop opportunities in new 
channels 


COORDINATED CAPABILITIES 


SINGULAR FOCUS 


Virtus Investment Partners (NASDAQ: 
VRTS) is a distinctive partnership of 
boutique investment managers 
singularly committed to the long-term 
success of individual and institutional 
investors. Our multi-style, multi- 
manager approach gives advisors and 
their clients unique access to a broad 
array of investment capabilities from a 
dynamic group of affiliated managers 
and select subadvisers, each with 
distinct investment style, autonomous 
investment process and individual 
brand. The combined strength and 
disciplined, institutional-quality 
strategies of our investment partners 
offer solutions that meet a wide variety 
of investor needs. 


Mark C. Treanor 
President and Chairman 


George R. Aylward 
> Enhance and align shared business support services to 


Chief Executive Officer Board of Directors 


maximize the leveragability of the business 


> Attract and retain the right talent and individual capabilities 
to support the growth and success of the business 


> Optimize the business model and capital structure to best 
position the firm for continued growth 
[1] 


MESSAGE TO SHAREHOLDERS 


Financial Results 


In 2014 we achieved significant growth in operating 
income, as adjusted, and earnings per share. 


Operating income, as adjusted — the non-GAAP 
performance measure that we believe best illustrates the 
ongoing earnings of the company — was $162.8 million 
for 2014, a 24 percent increase from $131.0 million in 
2013. The related margin increased to 48 percent from 
45 percent. The comparable GAAP metric, operating 
income, increased 15 percent to $130.7 million from 
$113.5 million in 2013, with a related margin that was 
unchanged at 29 percent.! 


Net income attributable to common shareholders was 
$97.7 million or $10.51 per share, an increase of 30 
percent from $75.2 million or $8.92 per share in 2013. 


Virtus - S&P 500° - Peer Companies? 


Change from 1/2/09 Open to 12/31/14 Close 


@VRTS @Peers @S&P 500 


Revenue increased by 16 percent to $450.6 million from 
$389.2 million in 2013 as a result of the 13 percent 
increase in average long-term assets under management. 


Investment Capabilities 


A commitment to providing investors with a well- 
diversified array of distinctive investment strategies to 
address individual preferences and help navigate 
changing market cycles is fundamental to our value 
proposition, and during 2014 we introduced several 
new capabilities: 


> The Virtus Alternative Total Solution Fund, 

Virtus Alternative Inflation Solution Fund and Virtus 
Alternative Income Solution Fund are multi-manager, 
multi-strategy open-end mutual funds managed by 


@ 1794% 
2340% 
1740% 
1140% 
540% 
oy | | | | 
1/2/09 4/2/10 2/2/11 05/2/12/12 3/2/13 11/2/14 


1 The reconciliation of non-GAAP measures to GAAP measures is included as an attachment to this annual report after the Form 10-K. 
° The list of peer asset management companies is included as an attachment to this annual report after the Form 10-K. 
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Cliffwater Investments, a new majority-owned affiliate that 
is our joint venture with a leading institutional alternatives 
consultant. These “liquid alternative” funds offer 
individual investors access to the hedge and alternative 
strategies that institutional investors have used for years 
to buffer their portfolios from the unpredictability of the 
financial markets. An education platform for financial 
advisors that takes advantage of the experience and 
broad reach of our distribution team supported the 
introduction of the funds. 


> Virtus Strategic Income Fund, which leverages the 
broad multi-sector fixed-income capabilities of our 
Newfleet Asset Management affiliate, seeks opportunities 
across undervalued sectors of the bond market. 


> Virtus International Wealth Masters Fund invests in 
companies managed by individuals who have a 
substantial amount of their personal wealth invested in 
the business and mirrors the successful Virtus Wealth 
Masters Fund, also managed by Horizon Asset 
Management. 


> Duff & Phelps Select Energy MLP Fund (NYSE: DSE), 
our ninth closed-end fund, raised $485 million in its 
initial public offering. Managed by Duff & Phelps 
Investment Management, DSE gives clients tax-efficient 
exposure to the growing U.S. energy economy. 


> We broadened distribution opportunities by adding 
institutional share classes to 10 open-end mutual funds 
for the defined contribution market and opening the 
Virtus GF Multi-Sector Short-Duration Bond Fund, the 
first fund on our collective investment platform for 
non-U.S. clients. 


Strong relative performance remains important to our 
product offerings. Twenty-eight of our 34 rated mutual 
funds — representing 79 percent of open-end mutual 
fund assets — were in 5-, 4-, and 3-star Morningstar-rated 
funds (on a load-waived basis) at year-end, with highly 
rated funds across all asset classes. On the strength of 
our Emerging Markets Opportunities and Foreign 
Opportunities funds, Virtus was ranked by Lipper as a top 
mutual fund family in the World Equity category of 
Barron’s annual survey of fund companies for the second 
time in the past four years.? 


Distribution 


Long-term assets under management, which exclude 
money market assets, increased by 1 percent to 

$56.7 billion at December 31, 2014 from $56.2 billion 

at December 31, 2013, despite lower sales and weaker 
flows. Mutual fund assets under management ended 
2014 at $36.3 billion, compared with $36.4 billion at 
December 31, 2013. Closed-end fund assets under 
management grew by 17 percent to $7.6 billion at 
December 31, 2014 from $6.5 billion at December 31, 2013. 


After multiple years of consistent growth in mutual fund 
and total sales and net flows, we were disappointed with 
2014 flows. These results were below expectations and 
primarily due to elevated mutual fund redemptions for 
certain downside-protection and long/short equity 
strategies. Total sales were $15.2 billion with net flows 
of $(1.2) billion, compared with $21.3 billion and $8.1 
billion, respectively, in 2013. Long-term open-end mutual 
fund sales were $12.7 billion with net flows of $(0.5) 
billion, compared with $19.1 billion in sales and $8.1 
billion in net flows in 2013. 


3 Additional information about fund performance is included as an attachment to this annual report after the Form 10-K. 
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Capital and Balance Sheet 


Consistently strong financial performance — including five 
consecutive years of growth in operating income, as 
adjusted — has strengthened our balance sheet, 
increased our financial flexibility, allowed us to invest in 
the business, and supported our goal of providing a 
meaningful return to our shareholders. 


> We ended 2014 with cash and investments of $469.5 
million or the equivalent of $52.31 per share, an increase 
of 18 percent from $398.4 million or $43.75 per share at 
the end of 2013. We have no outstanding debt and $75 
million of unused capacity on our credit facility. 


> Our seed capital portfolio grew to $238.1 million from 
$123.6 million at the end of 2013. We invested $130.0 
million in the three alternative funds, $30.0 million in 
fixed income strategies, and $5.0 million in International 
Wealth Masters, among new strategies funded in 2014, 
and recycled $52.7 million from successful strategies. 


> We initiated a $0.45 per share quarterly cash dividend, 
and continued our share repurchase and net share 
settlement programs, which combined to return $61.7 
million to shareholders — an increase of 127 percent over 
2013. 


Positioning for the Future 


Our diversified product offerings, advisor-focused 
distribution approach, strong financial position, and 
flexible business model give us the ability to build on 
our recent accomplishments to sustain our success. 


We began 2015 by further enhancing investment 
capabilities. We introduced the Virtus Essential 
Resources Fund, managed by Kleinwort Benson 
Investors International, which invests in companies 
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that are focused on infrastructure and technology 
projects aimed at meeting the world’s growing need for 
water, food, and energy. We developed a new relationship 
with Aviva Investors, which will manage a global tactical 
asset allocation mutual fund. We made a majority 
investment in ETF Issuer Solutions, an early-stage 
company that operates a platform for listing, operating, 
and distributing exchange-traded funds. 


As we look toward 2015 and beyond, we believe Virtus 

is well positioned with distinctive products from our 
boutique asset management partners. We remain 
intensely focused on delivering on our commitment to 
provide suitable investment solutions that are the building 
blocks of a well-diversified investment portfolio. 


We appreciate the trust and confidence our clients have 
placed in Virtus and we look forward to continuing to 
serve the needs of financial advisors and their clients 
while delivering long-term value to our shareholders. 


On behalf of the entire board, management team and 
staff at Virtus, we thank you for your investment in our 
company. 


Sincerely, 


Bo Oa Oe 
George R. Aylward 


President and 
Chief Executive Officer 


Mark C. Treanor 
Chairman 


BOARD OF DIRECTORS 


From left: Timothy A. Holt, Edward M. Swan, Jr., Melody L. Jones, Stephen T. Zarrilli, George R. Aylward, Mark C. Treanor, 
James R. Baio, Susan S. Fleming, Russel C. Robertson, Diane M. Coffey 


George R. Aylward 
President and Chief Executive Officer 
Virtus Investment Partners 


James R. Baio !? 

Chief Financial Officer, Treasurer 

and Executive Vice President (Retired) 
Franklin Templeton Investments 


Diane M. Coffey *? 
Managing Director and Partner 
Peter J. Solomon Company, Ltd. 


Susan S. Fleming, Ph.D. 34 
Consultant and Executive Educator 


Timothy A. Holt !4 

Senior Vice President and 

Chief Investment Officer (Retired) 
Aetna, Inc. 


Melody L. Jones 2 
Chief Administrative Officer 
CEB 


Russel C. Robertson 
Executive Vice President and Head, Anti-Money Laundering 
BMO Financial Group 


Edward M. Swan, Jr. !4 
President (Retired) 
FIS Group 


Mark C. Treanor ** 

Non-Executive Chairman of the Board of Directors 
Senior Partner (Retired) 

Treanor Pope & Hughes 


Stephen T. Zarrilli ! 
President and Chief Executive Officer 
Safeguard Scientifics, Inc. 


Board Committees 
1 Audit 

2 Compensation 

3 Governance 

4 Risk and Finance 
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PRINCIPAL CORPORATE OFFICERS 


From left: Barry M. Mandinach, W. Patrick Bradley, Francis G. Waltman, George R. Aylward, 
Mardelle W. Pefia, Mark S. Flynn, Michael A. Angerthal 


George R. Aylward 
President, 
Chief Executive Officer and Director 


Michael A. Angerthal 
Executive Vice President 
Chief Financial Officer and Treasurer 


W. Patrick Bradley 


Senior Vice President 
Fund Services 
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Mark S. Flynn 
Executive Vice President 
General Counsel and 
Corporate Secretary 


Barry M. Mandinach 
Executive Vice President 
Head of Distribution 


Mardelle W. Pena 
Senior Vice President 
Human Resources 


Francis G. Waltman 
Executive Vice President 
Head of Product Management 


SHAREHOLDER INFORMATION 


Security Listing 
The common stock of Virtus Investment Partners, Inc. is traded 
on the NASDAQ Global Market under the symbol “VRTS.” 


Transfer Agent and Registrar 
For information or assistance regarding your account, 
please contact our transfer agent and registrar: 


Virtus Investment Partners 

c/o Computershare Investor Services 
P.O. Box 43078 

Providence, RI 02940 


Toll-free (within U.S.): 866-205-7273 
Foreign Shareowners: 413-775-6091 
TDD for Foreign Shareowners: 781-575-2300 


Web Site: www.computershare.com/investor 
E-mail: investor.relations@virtus.com 


Annual Meeting of Shareholders 

All shareholders are invited to attend the annual meeting of Virtus 
Investment Partners on Thursday, May 28, 2015, at 10:30 a.m. EDT at 
100 Pearl Street, 2"¢ Floor, Hartford, CT. 


For More Information 
To receive additional information about Virtus Investment Partners 
and access to other shareholder services, visit Investor Relations in the 


“About Us” section of our Web site at www.virtus.com, or contact us at: 


Virtus Investment Partners, Inc. 
Investor Relations 

100 Pear! Street 

Hartford, CT 06103 

Telephone: 800-248-7971 (Option 2) 
Fax: 413-774-1714 

e-mail: investor.relations@virtus.com 


Affiliated Companies 


Duff & Phelps 

Investment Management Co. 
200 S. Wacker Drive 

Suite 500 

Chicago, IL 60606 
312-263-2610 


Cliffwater Investments LLC 
100 Pear! Street 

Hartford, CT 06103 
860-263-4707 


Euclid Advisors LLC 
1540 Broadway 
Suite 1600 

New York, NY 10036 
646-376-5913 


Kayne Anderson Rudnick 
Investment Management, LLC 
1800 Avenue of the Stars 
Second Floor 

Los Angeles, CA 90067 
800-231-7414 


Newfleet Asset Management, LLC 
100 Pear! Street 

Hartford, CT 06103 
860-760-5828 


Newfound Investments, LLC 
100 Pear! Street 

Hartford, CT 06103 
860-263-4707 


Rampart Investment 
Management Co., Inc. 
One International Place 
Boston, MA 02110 
617-342-6900 


Zweig Advisers LLC 
1540 Broadway 
New York, NY 10036 
800-272-2700 


For more information on the Virtus Mutual Funds or other products, call your financial representative or visit our Web site 


at www.virtus.com. 
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Item 15. 


“We,” “us,” “our,” the “Company” and “Virtus” as used in this Annual Report on Form 10-K (“Annual 
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Report’’), refer to Virtus Investment Partners, Inc., a Delaware corporation, and its subsidiaries. 


PARTI 


Item 1. Business. 
Organization 


Virtus Investment Partners, Inc. (the “Company”) commenced operations on November 1, 1995 through a 
reverse merger with Duff & Phelps Corporation. The Company was a majority-owned subsidiary of The Phoenix 
Companies, Inc. (“PNX”’) from 1995 to 2001 and a wholly-owned subsidiary of PNX from 2001 until 2008. On 
December 31, 2008, PNX distributed 100% of Virtus common stock to PNX stockholders in a spin-off 
transaction. 


Our Business 


We are a provider of investment management and related services to individuals and institutions. We use a 
multi-manager, multi-style approach, offering investment strategies from affiliated managers and select 
unaffiliated subadvisors, each having its own distinct investment style, autonomous investment process and 
individual brand. By offering a broad array of products, we believe we can appeal to a greater number of 
investors, which allows us to have opportunities across market cycles and through changes in investor 
preferences. 


We provide our products in a number of forms and through multiple distribution channels. Our retail 
products include open-end mutual funds, closed-end funds, variable insurance funds and separately managed 
accounts. Our open-end mutual funds are distributed through intermediaries. Our closed-end funds trade on the 
New York Stock Exchange. Our variable insurance funds are available as investment options in variable 
annuities and life insurance products distributed by life insurance companies. Separately managed accounts are 
comprised of intermediary programs, sponsored and distributed by unaffiliated brokerage firms, and private 
client accounts, which are offered to the high net-worth clients of our affiliated managers. We also manage 
institutional accounts for corporations, multi-employer retirement funds, public employee retirement systems, 
foundations, endowments and as a subadviser to unaffiliated mutual funds. Our earnings are primarily driven by 
asset-based fees charged for services relating to these products including investment management, fund 
administration, distribution and shareholder services. These fees are based on a percentage of assets under 
management (“AUM”) and are calculated using daily or weekly average assets, quarter-end assets or average 
month-end assets. 


Our Investment Managers 


Our investment management services are provided by investment managers who are registered investment 
advisers under the Investment Advisers Act of 1940, as amended (the “Investment Advisers Act’). The 
investment managers are responsible for portfolio management activities for our retail and institutional products 
operating under advisory or subadvisory agreements. We provide our affiliated managers with distribution, 
operational and administrative support, thereby allowing each affiliated manager to focus primarily on 
investment management. We also engage select unaffiliated subadvisers for certain of our open-end mutual 
funds, separately managed accounts and variable insurance funds. At December 31, 2014, $21.6 billion or 38.1% 
of our assets under management were managed by unaffiliated subadvisers. We monitor the quality of our 
managers’ services by assessing their performance, style, consistency and the discipline with which they apply 
their investment process. 


Our affiliated investment managers and their respective assets under management, styles and strategies are as follows: 


Affiliated Managers 
Kayne 
Anderson 
Duff & Phelps Newfleet Rudnick Rampart 
Investment Asset Investment Zweig/Euclid Investment Newfound Cliffwater 
Management Management Management Advisors Management Investments Investments 
AUM at 
December 31, 2014 
($ in billions) $10.8 $12.5 $9.3 $1.7 $0.6 $— $0.2 
Location Chicago, IL Hartford, CT Los Angeles, CA = New York, NY Boston, MA Hartford, CT Hartford, CT 
Investment Style Quality-oriented, Multi-sector, Quality at a Growth at a Systematic, Quantitative, Multi-manager 
equity income; value-driven reasonable price —_ reasonable price, disciplined tactical model alternative 
high quality fixed fixed income high quality options solutions driven portfolios portfolios 
income fixed income 
Investment Types 
Equities * Utilities e Large, Mid & ¢ Large Cap ¢ Large Cap ¢ Domestic and 
Small Cap Core Core International 
Core/ Growth/ ¢ Tactical Asset *« Low 
Value Allocation Volatility 
¢ International & ¢ International 
Emerging 
Markets 
Small-Cap 
Fixed Income ° Tax ¢ Multi-sector ¢ California * US. ¢ Core Plus 
Advantaged * Core Municipals Government 
¢ High Grade ¢ Core Plus Grade Agencies 
Core ¢ Bank Loans 
¢ Municipals ¢ High Yield 
¢ Municipals ¢ Intermediate ¢ Investment 
¢ Emerging Total Return & Grade 
Markets Government Corporates 
¢ Sovereign 
Alternative/Other ¢ REITs * Options ¢ Multi-Strategy 
¢ Infrastructure Strategies 
¢ MLPs 
Products 
Open-End 
Mutual Funds v v v v v v v 
Closed-End 
Funds v v v v 
Variable 
Insurance Funds v v v v 
Separately 
Managed 
Accounts v v v v 
Institutional v v v v v 


Our Investment Products 


Our assets under management are comprised of open-end mutual funds, closed-end funds, variable 
insurance funds, separately managed accounts (intermediary sponsored and private client) and institutional 
accounts (traditional institutional mandates and structured products). 


Assets Under Management by Product as of December 31, 2014 
($ in billions) 


Retail Products 

Mutual fund assets 
Open-end. mutual funds 5 ¢.s5sancs0h ces Bde SSs eg eRe Raduddedd Peg a ed $36.3 
Closed=énd funds). « 03:5 32% 44 8ewtadeacaamasesing Cake dee eh creed ne euav esa oe 7.6 


Total mutual find assets. ..0é 65644 sa eese eae ote aréed 4S Gara e ee Acard ene 4 OG PE 43.9 
Separately managed accounts ........ 0... cece eee eee e eens 6.9 
Vaniableinsurance funds 405 aches bathe ted. ba doo asin Ab Sa aed ahaha Bh bat wae a 1.2 
‘Total Petall ASSOtS: ace. :< ec icd wea aa arse wae eee od GG Sea Ran ew eee wade 52.0 
Total institutional assets ........0.0000 000. eee eee ene 4.7 


Total AUM 330226004 hoki tars ade een Cbta de geen ae ele dees ade w os $56.7 


Open-End Mutual Funds 


As of December 31, 2014, we managed 49 U.S. domiciled open-end mutual funds with total assets of $36.3 
billion. Our U.S. domiciled, open-end mutual funds are offered in a variety of asset classes (equity, fixed income, 
asset allocation and alternative investments), in all market capitalizations (large, mid and small), in different 


styles (growth, blend and value) and with various investment approaches (fundamental, quantitative and 


thematic). In 2013, we established an Ireland domiciled fund platform under the European Union framework for 
Undertakings for Collective Investment in Transferable Securities (“UCITS”), which we refer to as the Global 
Funds, to offer select investment strategies to non-US investors. At December 31, 2014, assets under 


management in these open-end funds were $23.6 million. 


Our open-end mutual funds as of December 31, 2014 were as follows: 


Fund Type/Name Inception 
Alternatives 

Virtus Dynamic Alpha-Sector Fund (3) ......... 0.0000. 0 eee eee eee eee 1998 
Virtus Real Estate Securities Fund ........... 0... cee cece cece e eens 1995 
Virtus Global Dividend Fund ................ 00 ccc eee eee ee eee 2004 
Virtus Alternative Total Solution Fund .............. 0.00.0 e eee ee eee 2014 
Virtus Global Real Estate Securities Fund ...............0.0 00000 e eee 2009 
Virtus Alternative Income Solution Fund ................0 0000 e eee ee 2014 
Virtus International Real Estate Securities Fund ....................004. 2007 
Virtus Alternative Inflation Solution Fund ....................0000000- 2014 
Virtus Herzfeld Fund! stipe eagna ceed des aba ee beu engaged cake wed « 2012 
Virtus Global Commodities Stock Fund ............0. 0000. c eee eee eee 2011 
Virtus:Altemative Diversifier (3). ois. cs ic8 ba. ch acieg Sead tae cease 2005 
Asset Allocation 

Virtus Allocator Premium AlphaSector™ Fund (3) ................0000. 2011 
Virtus Balanced Fund. »\3..65 siganies saaee Oa Sa Ea EG Bowe Rae EA HERONS 1975 
Virtus Tactical Allocation Fund .............. 0.2 e eee eee eee ee 1940 
Equity 

Virtus Premium AlphaSector™ Fund (3) .......... 0000s eee ee eee eee 2010 
Virtus AlphaSector™ Rotation Fund (3) ....... 0.0.0. 0c eee eee eee eee 2003 
Virtus Contrarian Value Fund ..........00 00. ccc eee nen ene 1997 
Virtus Strategic: Growth Pun ssi sos cced a9 aces ach ie usa eg hie eth dyags ape eveds 1995 
Virtus: Small-Cap CorePund, 3.335552 i60 ca.ce lies Spach sees gow eens 2002 
Virtus ' Quality Small-Cap Bund 0:4 :5.s:cee itis ee sctee dite gen bie nae arenes diaiae 2006 
Virtus Growth & Income Fund .............0 000 c cece eee 1997 
Virtus Wealth Masters Fund ........ 0.00.0 c ccc cece cece eens 2012 
Virtus Small-Cap Sustainable Growth Fund ...................0.2.00. 2006 
Virtus Mid-Cap Growth Fund s.0 is cancwea aie cage sae aan ero ee ee oes 1975 
Virtus Quality Large-Cap Value Fund ............... 0.000. e cee eee 2005 
VartusMid-Cap: Core Bund ..2.0.05 ice igweg ante ae oO ide sew LEoew Emes 2009 
Virtus Low Volatility Equity Fund .............. 0.00... 2013 
Virtus Disciplined Equity Style Fund ............. 000.0000. e ee eee eee 2012 
Fixed Income 

Virtus Multi-Sector Short Term Bond Fund ................. 0.000.000 1992 
Virtus Senior Floating Rate Fund .......... 0.0.0... e eee eee eee 2008 
Virtus Multi-Sector Intermediate Bond Fund ................. 00000 eee 1989 
Virtus Low Duration Income Fund ................ 000 cece eee eee 1999 
Virtus Tax-Exempt Bond! Fund «..6.64.6 .c 460s tees ceded ener te nes 2001 
Virtus High Yield Fund: « gccns tases tame enews cantare mane eee ten a 1980 
Virtus Bond Fund) 9:56.93. occ00. daca ta newin tee ea teed Soe ark wea 1998 
Virtus CA Tax-Exempt Bond Fund ................. 0. 0c eee eee eee 1983 
Virtus Emerging Markets Debt Fund .................. 00000. e eee eee 2012 
Virtus: Strategic: Income PUN ...0.5.3 scs.2u0s 0:4. e coarse mune asa ad eatin dai ern qo 2014 
Virtus Disciplined Select Bond Fund .................. 0000.0 c eee eee 2012 


Assets 


($ in millions) 


$1,896.7 
1,664.9 
168.1 
75.3 
66.8 
41.5 
40.1 
32.4 
24.5 
10.9 


8,711.4 
796.4 
361.7 
218.9 
196.8 

85.1 
76.2 
34.3 
28.1 
24.4 

1.5 


Advisory 
Fee (1) 


(%) 


1.50-1.40 
0.75-0.65 
0.65-0.55 
1.95-1.90 
0.85-0.75 
1.80-1.75 
1.00-0.90 
1.75-1.70 
1.00-0.95 
1.00-0.90 


1.10-1.00 
0.55-0.45 
0.70-0.60 


1.10 
0.45-0.40 
0.75-0.70 
0.70-0.60 

0.75 

0.70 
0.75-0.65 
0.85-0.80 
0.90-0.80 
0.80-0.70 
0.75-0.65 
0.80-0.70 
0.95-0.85 
1.00-0.90 


0.55-0.45 
0.60-0.50 
0.55-0.45 
0.55-0.45 
0.45 
0.65-0.55 
0.45-0.40 
0.45-0.35 
0.75-.0.70 
0.80-0.75 
0.80-0.70 


3-Year 
Average 
Return (2) 


(%) 


12.41 
15.31 
12.29 
n/a 
15.49 
n/a 
15.02 
n/a 
n/a 
(5.72) 
4.43 


5:51 
10.64 
11.32 


13.40 
16.89 
16.26 
17.71 
15.12 
15.51 
18.48 

n/a 
17.45 
14.28 
17.31 
19.14 

n/a 

n/a 


4.17 
5.07 
6.09 
3.15 
4.09 
8.02 
4.06 
5.12 

n/a 

n/a 

n/a 


Fund Type/Name Inception 
International/Global 

Virtus Emerging Markets Opportunities Fund ...............0....0000. 1999 
Virtus Foreign Opportunities Fund .............0 0.000 cece eee eee eee 1990 
Virtus Global Premium AlphaSector™ Fund (3) .............. 0.00 .00005 2011 
Virtus Global Opportunities Fund ............ 0.00.0. eee eee eee 1960 
Virtus Emerging Markets Equity Income Fund.....................000, 2012 
Virtus International Small-Cap Fund ............0....0 0.000 e eee eee 2012 
Virtus Greater European Opportunities Fund ................0...00000. 2009 
Virtus International Equity Fund ........... 0.0.0... c cece cece eee 2010 
Virtus Emerging Markets Small Cap Fund ..................0...00000. 2013 
Virtus International Wealth Masters Fund...................0 0.000005 2014 
Virtus Disciplined Select Country Fund ............. 000.0000 eee e eee 2012 
Global Funds 

Virtus GF Multi-Sector Short Duration Bond Fund .................0... 2013 
Virtus GF U.S. Small Cap Focus Fund .......... 0.0. c cece cece eee eee 2014 


Assets 


($ in millions) 


8,557.9 
1,892.3 
182.2 
133.6 
vies 
37.1 
15.6 
10.3 
5.0 

4.9 

1.4 


20.0 
3.6 


$36,292.3 


Advisory 
Fee (1) 


(%) 


1.00-0.95 
0.85-0.75 
1.10-1.00 
0.85-0.75 
1.05-1.00 
1.00-0.95 
0.85-0.80 
0.85-0.75 
1.20-1.15 
0.90-0.85 
1.10-1.00 


1.75-0.55 
2.15-0.80 


(1) Percentage of average daily net assets of each fund. The percentages listed represent the range of 
management advisory fees paid by the funds, from the highest to the lowest. A range indicates that the fund 
has breakpoints at which management advisory fees decrease as assets in the funds increase. We pay 
subadvisory fees on funds managed by unaffiliated subadvisers, which are not reflected in the percentages 


listed. 


3-Year 
Average 
Return (2) 


(%) 


5.83 
9.24 
7.53 
13.76 
n/a 
n/a 
10.45 
8.66 
n/a 
n/a 
n/a 


n/a 
n/a 


(2) Represents average annual total return performance of the largest share class as measured by net assets for 


which performance data is available. 


(3) This fund invests in other Virtus open-end mutual funds and/or unaffiliated exchange traded funds. The 
related assets invested in other Virtus open-end mutual funds are reflected only in the balances of the 


respective funds. 


Past performance does not guarantee future results. Investment return and principal value will fluctuate so 


that shares, when redeemed, may be worth more or less than their original cost. 


Closed-End Funds 


We managed nine closed-end funds as of December 31, 2014, each of which is traded on the New York 
Stock Exchange, with aggregate assets of $7.6 billion. Closed-end funds do not continually offer to sell and 
redeem their shares; rather, daily liquidity is provided by the ability to trade the shares of these funds at prices 
that may be above or below the shares’ net asset value. 


Our closed-end funds as of December 31, 2014 are as follows: 


Advisory 
Fund Type/Name Assets Fee 
($ in billions) % 
Balanced 
DNP Select Income Fund Inc................. $3.8 0.60-0.50 (1) 
Zweig Total Return Fund Inc. ................ 0.5 0.70(2) 
Virtus Total Return Fund ................... 0.2 0.85(2) 
Equity 
Duff & Phelps Global Utility Income Fund 
MGs 2 ince Geek terse Shea eik ter eh eoenetewalen ceeds & 1.2 1.00(2)(3) 
Zweig Fund Inc. .......... 0. cee eee eee 0.4 0.85(2) 
Alternatives 
Duff & Phelps Select Energy MLP Fund ....... 0.6 1.00(2) 
Fixed Income 
Duff & Phelps Utility and Corporate Bond Trust 
TG. 34 ae die ako am atrdaactwekaree ead Renee x 0.4 0.50(1) 
Virtus Global Multi-Sector Income Fund ....... 0.3 0.95(2) 
DTF Tax-Free Income Inc. .................. 0.2 0.50(1) 


Total Closed-End Funds ................... $7.6 


(1) Percentage of average weekly net assets. The percentage listed represents the range of management advisory 
fees paid by the funds, from the highest to the lowest. A range indicates that the fund has breakpoints at 
which management advisory fees decrease as assets in the fund increase. 

(2) Percentage of average daily net assets of each fund. 

(3) The adviser has contractually agreed to waive a portion of its fee for a period of time, which is not reflected 
in the percentage listed. 


Separately Managed Accounts 


Separately managed accounts are individually owned portfolios that include intermediary sponsored 
programs, whereby an intermediary assists individuals in hiring investment managers that have been approved by 
the broker-dealer to fulfill those objectives and private client accounts that are accounts of high net-worth 
individuals who are direct clients of our affiliated managers. Separately managed account assets totaled $6.9 
billion at December 31, 2014. 


Variable Insurance Funds 


Our variable insurance funds are available as investment options in variable annuities and life insurance 
products distributed by life insurance companies. 


Our variable insurance funds as of December 31, 2014 were as follows: 


Advisory 
Fund Type/Name Assets Fee (1) 
($ in billions) % 

Equity 

Virtus International Series ................05. $0.3 0.75-0.65 

Virtus Capital Growth Series ................. 0.2 0.70-0.60 

Virtus Growth and Income Series ............. 0.1 0.70-0.60 

Virtus Small-Cap Growth Series .............. 0.1 0.85 

Virtus Real Estate Securities Series ............ 0.1 0.75-0.65 

Virtus Small-Cap Value Series ............... 0.1 0.90 
Fixed Income 

Virtus Multi-Sector Fixed Income Series ....... 0.2 0.50-0.40 
Asset Allocation 

Virtus Strategic Allocation Series ............. 0.1 0.60-0.50 

Total Variable Insurance Funds ............. $1.2 


(1) Percentage of average daily net assets of each fund. The percentage listed represents the range of 
management advisory fees paid by the funds, from the highest to the lowest. A range indicates that the fund 
has breakpoints at which management advisory fees decrease as assets in the fund increase. Subadvisory 
fees paid on funds managed by unaffiliated subadvisers are not reflected in the percentages listed. 


Institutional Accounts 


We offer a variety of equity and fixed income strategies to institutional clients, including corporations, 
multi-employer retirement funds, public employee retirement systems, foundations, endowments and as a 
subadviser to unaffiliated mutual funds. Our institutional assets under management totaled $4.7 billion as of 
December 31, 2014. 


Our Investment Management, Administration and Transfer Agent Fees 


Our investment management fees, administration fees and transfer agent fees earned in each of the last three 
years were as follows: 


Years Ended December 31, 
2014 2013 2012 
($ in thousands) 
Investment management fees: 
Open-end mutual funds ........... 0.0.0.0... eee eee $196,221 $166,596 $109,327 
Closed-end funds ......... 0.0... ccc cee ees 46,659 39,921 35,361 
Variable insurance funds ...............000 00 eee eee 6,475 7,347 6,388 
Separately managed accounts ..................-000-. 35,152 31,510 23,245 
Institutional accounts ....... 0.0.0... eee 16,156 15,183 13,554 
Total investment management fees ............... 300,663 260,557 187,875 
Administration fees 1... 0... 0... cee eee 39,374 33,736 23,646 
‘Transfer agent fees) .s died -tcia nae eeiaee dee des eda 16,642 14,449 10,133 
MOtal ss oc ioe ba leira d See eke athe ae Baw aoe $356,679 $308,742 $221,654 


Investment Management Fees 


We provide investment management services pursuant to investment management agreements through our 
affiliated investment advisers (each, an “Adviser”). With respect to our open-end mutual funds, closed-end funds 
and variable insurance funds, the Adviser provides overall management services to a fund, subject to supervision 
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by the fund’s board of directors, pursuant to agreements that must be approved annually by each fund’s board of 
directors and which may be terminated by either party upon written notice, or automatically, in certain situations, 
such as a “change in control” of the Adviser. We earn fees based on each fund’s average daily or weekly net 
assets with most fee schedules providing for rate declines or “breakpoints” as asset levels increase to certain 
thresholds. For funds managed by a subadviser, the agreement provides that the subadviser manage the day-to- 
day investment management of the fund’s portfolio and receive a management fee from the Adviser based on the 
percentage of average daily net assets in the funds they subadvise or a percentage of the Adviser’s management 
fee. Each fund bears all expenses associated with its operations. In some cases, to the extent total fund expenses 
exceed a specified percentage of a fund’s average net assets, the Adviser has agreed to reimburse the funds for 
such excess expenses or voluntarily waive a portion of its fee for a period of time. 


For separately managed accounts and institutional accounts, fees are negotiated and are based primarily on 
asset size, portfolio complexity and individual client requests. 


Administration Fees 


We provide fund administration services to our open-end mutual funds, variable insurance funds and certain 
of our closed-end funds. We earn fees based on each fund’s average daily or weekly net assets. Administrative 
services include recordkeeping, preparing and filing documents required to comply with federal and state 
securities laws, legal administration and compliance services, supervising the activities of the funds’ other 
service providers, providing assistance with fund shareholder meetings, tax services and treasury services as well 
as providing office space, equipment and personnel that may be necessary for managing and administering the 
business affairs of the funds. 


Transfer Agent Fees 


We provide shareholder services to our open-end mutual funds. We earn fees based on each fund’s average 
daily net assets. Shareholder services include maintaining shareholder accounts, processing shareholder 
transactions, preparing filings and performing necessary reporting, among other things. We engage third-party 
service providers to perform certain aspects of the shareholder services. 


Our Distribution Services 


We distribute our open-end mutual funds through financial intermediaries. We have broad access in the 
retail market, with distribution partners that include national and regional broker-dealers and independent 
financial advisory firms. Our sales efforts are supported by regional sales professionals, a national account 
relationship group and separate teams for the retirement and insurance markets. 


Our separately managed accounts are distributed through financial intermediaries and directly by teams at 
our affiliated managers. Our institutional distribution strategy is an affiliate-centric model. Through relationships 
with consultants, they target key market segments, including foundations and endowments, corporate, public and 
private pension plans and subadvisory accounts. 


Our Broker-Dealer Services 


VP Distributors, LLC (“VPD”), a wholly-owned subsidiary of the Company, is a broker-dealer registered 
under the Securities Exchange Act of 1934, as amended (the “Exchange Act’), and is a member of the Financial 
Industry Regulatory Authority (“FINRA”). VPD serves as principal underwriter and distributor of our open-end 
mutual funds and our separately managed accounts. Open-end mutual fund shares are distributed by VPD under 
sales agreements with unaffiliated financial intermediaries. VPD also markets advisory services to sponsors of 
separately managed account programs. 


Our Competition 


We face significant competition from a wide variety of financial institutions, including other investment 
management companies, as well as from proprietary products offered by our distribution partners such as banks, 
broker-dealers and financial planning firms. Competition in our businesses is based on several factors including 
investment performance, access to distribution channels, service to financial advisers and their clients and fees 
charged. Our competitors, many of which are larger than we are, often offer similar products, use similar 
distribution sources, may offer less expensive products, may have greater access to key distribution channels and 
may have greater resources than we do. 


Our Regulatory Matters 


We are subject to regulation by the Securities and Exchange Commission (“SEC”), FINRA and other 
federal and state agencies and self-regulatory organizations. Each affiliated manager and unaffiliated subadviser 
is registered with the SEC under the Investment Advisers Act. Each open-end mutual fund, closed-end fund and 
each series of our variable insurance fund is registered with the SEC under the Investment Company Act of 1940. 
Our Global Funds are subject to regulation by the Central Bank of Ireland (“CBI”). The Global Funds and each 
investment manager and sub-investment manager to the Global Funds are registered with the CBI. 


The financial services industry is highly regulated and failure to comply with related laws and regulations 
can result in the revocation of registrations, the imposition of censures or fines and the suspension or expulsion 
of a firm and/or its employees from the industry. All of our U.S.-domiciled open-end mutual funds are currently 
available for sale and are qualified in all 50 states, Washington, D.C., Puerto Rico, Guam and the U.S. Virgin 
Islands. Our Global Funds are sold through financial intermediaries to investors who are not citizens of or 
residents of the United States. Most aspects of our investment management business, including the business of 
the unaffiliated subadvisers, are subject to various U.S. federal and state laws and regulations. 


Our officers, directors and employees may, from time to time, own securities that are also held by one or 
more of our funds. Our internal policies with respect to personal investments are established pursuant to the 
provisions of the Investment Company Act and/or the Investment Advisers Act. Employees, officers and 
directors who, in the function of their responsibilities to us, meet the requirements of the Investment Company 
Act, Investment Advisers Act and/or of FINRA regulations, must disclose personal securities holdings and 
trading activity. Those employees, officers and directors with investment discretion or access to investment 
decisions are subject to additional restrictions with respect to the pre-clearance of the purchase or sale of 
securities over which they have investment discretion or beneficial interest. Other restrictions are imposed upon 
supervised persons with respect to personal transactions in securities held, recently sold or contemplated for 
purchase by our mutual funds. All supervised persons are required to report holdings and transactions on an 
annual and quarterly basis pursuant to the provisions of the Investment Company Act and Investment Advisers 
Act. In addition, certain transactions are restricted so as to seek to avoid the possibility of improper use of 
information relating to the management of client accounts. 


Our Employees 


As of December 31, 2014, we had 410 full time equivalent employees. None of our employees are 
represented by a union. 


Available Information 


Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all 
amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as well as 
proxy statements, will be available free of charge on our website located at www.virtus.com as soon as 
reasonably practicable after they are filed with or furnished to the SEC. You may also read and copy any 
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document we file at the SEC’s Public Reference Room at 100 F Street N.E., Washington, D.C. 20549. Please call 
1-800-SEC-0330 for further information on the operation of the Public Reference Room. Reports, proxy 
statements and other information regarding issuers that file electronically with the SEC, including our filings, are 
also available to the public on the SEC’s website at http://www.sec.gov. 


A copy of our Corporate Governance Principles, our Code of Conduct and the charters of our Audit 
Committee, Compensation Committee, Governance Committee and Risk and Finance Committee are posted on 
our website, www.virtus.com, under “About Us,” “Investor Relations,” “Corporate Governance” and are 
available in print to any person who requests copies by contacting Investor Relations by email to: 
investor.relations @ virtus.com or by mail to Virtus Investment Partners, Inc., c/o Investor Relations, 100 Pearl 
Street, Hartford, CT 06103. Information contained on the website is not incorporated by reference or otherwise 
considered part of this document. 
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Item 1A. Risk Factors 


This section describes some of the potential risks relating to our business, such as market, liquidity, 
operational, reputation and regulatory. The risks described below are some of the more important factors that 
could affect our business. You should carefully consider the risks described below, together with all of the other 
information included in this Annual Report on Form 10-K, in evaluating the Company and our common stock. If 
any of the risks described below actually occur our business, revenues, profitability, results of operations, 
financial condition, cash flows, reputation and stock price could be materially adversely affected. 


We earn substantially all of our revenues based on assets under management, and therefore a reduction in 
assets under management would reduce our revenues and profitability. Assets under management fluctuate 
based on many factors including market conditions, investment performance and client withdrawals. 


The majority of our revenues are generated from asset-based fees from investment management products 
and services to individuals and institutions. Therefore, if the assets under management decline, our fee revenues 
decline reducing profitability as some of our expenses are fixed. There are several reasons that assets under 
management could decline as discussed below: 


¢ The value of assets under management can decline due to price declines in specific securities or in 
specific market segments or geographic areas where those assets are invested. Funds and 
portfolios that we manage related to certain geographic markets and industry sectors are particularly 
vulnerable to political, social and economic events in those markets and sectors. If these industries or 
markets decline or experience volatility, this could have a negative impact on our assets under 
management and our revenues. For example, certain non-U.S. markets, particularly emerging markets, 
are not as developed or as efficient as the U.S. financial markets and, as a result, may be less liquid, 
less regulated and significantly more volatile than the U.S. financial markets. Liquidity in such markets 
may be adversely impacted by political or economic events, government policies, expropriation, 
volume trading limits by foreign investors and social or civil unrest. These factors may negatively 
impact our ability to dispose of an investment and its market value. In addition, an increase in the value 
of the U.S. dollar relative to non-U.S. currencies could result in a decrease in the U.S. dollar value of 
assets under management that are denominated in non-U.S. currencies. 


¢ The performance of our investment strategies is critical to the maintenance and growth of assets 
under management. Net flows related to our investment strategies can be affected by investment 
performance relative to other competing investment strategies or to established benchmarks. 
Investment management strategies are rated, ranked or assessed by independent third-parties, 
distribution partners, and industry periodicals and services. These assessments often influence the 
investment decisions of our clients. If the performance or assessment of our investment strategies is 
seen as underperforming relative to peers, it could result in an increase in the withdrawal of assets by 
existing clients and the inability to attract additional investments from existing and new clients. In 
addition, certain of our investment strategies have capacity constraints, as there is a limit to the number 
of securities available for the strategy to operate effectively. In those instances, we may choose to limit 
access to new or existing investors. 


¢ General domestic and global economic and political conditions throughout the world can 
influence assets under management. Changes in interest rates, the availability and cost of credit, 
inflation rates, economic uncertainty, changes in laws, trade barriers, commodity prices, currency 
exchange rates and controls and national and international political circumstances (including wars, 
terrorist acts and security operations) and other conditions may impact the equity and credit markets 
which may influence our assets under management. In recent years, capital and credit markets have 
experienced substantial volatility. While there has been some recovery in the capital markets since 
then, high unemployment rates in the United States and elsewhere, a sluggish recovery in some real 
estate markets, continued economic weakness in the Eurozone, increased austerity measures by several 
European governments, uncertainty about the future of the euro, escalating regional turmoil in the 
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Middle East, concern over growth prospects in China and emerging markets, growing debt loads for 
certain countries and uncertainty about the consequences of governments eventually withdrawing 
monetary stimulus all indicate that economic and political conditions remain unpredictable. If the 
security markets decline or experience volatility, our assets under management and our revenues could 
be negatively impacted. 


In addition, the volatility in the markets in the recent past has highlighted the interconnection of the 
global markets and demonstrated how the deteriorating financial condition of one institution may 
materially adversely impact the performance of other institutions. Our assets under management have 
exposure to many different industries and counterparties and may be exposed to credit, operational or 
other risk due to the default by a counterparty or client or in the event of a market failure or disruption 
or otherwise. In the event of extreme circumstances, including economic, political or business crises, 
such as a widespread systemic failure in the global financial system or failures of firms that have 
significant obligations as counterparties, we may suffer significant declines in assets under 
management and severe liquidity or valuation issues. 


Moreover, a significant amount of our assets under management are in investments represented by 
strategies that primarily invest in securities in non-U.S. companies. Many non-U.S. financial markets 
are not as developed or as efficient as the U.S. financial markets and, as a result, have limited liquidity 
and greater price volatility and may lack established regulations. Liquidity in such markets also may be 
adversely impacted by political or economic events, government policies, expropriation, volume 
trading limits by foreign investors and social and civil unrest. An investment’s market value or the 
ability to dispose of an investment may be adversely impacted by any of these factors. Governments of 
foreign jurisdictions may assert their abilities to tax local gains and/or income of foreign investors, 
including our clients, which could adversely impact the economics associated with investing in foreign 
jurisdictions or non-U.S. based companies. These risks also could impact the performance of our 
strategies that invest in such markets and, in particular, strategies that concentrate investments in 
emerging market companies and countries. 


e Changes in interest rates can have adverse effects on our assets under management. Increases in 
interest rates from their historically low present levels may adversely affect the net asset values of our 
assets under management. Furthermore, increases in interest rates may result in reduced prices in 
equity markets. Conversely, decreases in interest rates could lead to outflows in fixed income assets 
that we manage as investors seek higher yields. Any of these effects could lower our assets under 
management and revenues and, if our revenues decline without a commensurate reduction in our 
expenses, would lead to a reduction in our net income. 


Any of these factors could cause our assets under management to decline and have an adverse impact on our 
results of operations and financial condition. 


Our investment advisory agreements are subject to withdrawal, renegotiation or termination on short notice. 


Our clients include the boards of directors for our sponsored mutual funds, managed account program 
sponsors, private clients and institutional clients. Our investment management agreements with these clients may 
be terminated upon short notice without penalty. As a result, there would be little impediment to these sponsors 
or clients terminating our agreements. Our clients may terminate or renegotiate their investment contracts with us 
or reduce the aggregate amount of assets under management with us due to a number of reasons including 
investment performance, reputational, regulatory or compliance issues, loss of key investment management or 
other personnel or a change in management or control of clients, third-party distributors, subadvisers or others 
with whom we have relationships. The directors of our sponsored funds may deem it to be in the best interests of 
a fund’s shareholders to make decisions adverse to us, such as reducing the compensation paid to us, requesting 
that we subsidize fund expenses over certain thresholds, or imposing restrictions on our management of the fund. 
Under the Investment Company Act, investment advisory agreements automatically terminate in the event of an 
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assignment, which may occur if, among other events, the Company undergoes a change in control, such as any 
person acquiring 25% voting rights of our common stock. If an assignment were to occur, we could continue to 
act as adviser to a fund only if that fund’s board of directors and its stockholders approved a new investment 
advisory agreement. In addition, investment advisory agreements for the separate accounts we manage may not 
be assigned without the consent of the client. If an assignment occurs, we cannot be certain that the Company 
will be able to obtain the necessary fund approvals or the necessary consents from our clients. The withdrawal, 
renegotiation or termination of any investment management contract relating to a material portion of assets under 
management would have an adverse impact on our results of operations and financial condition. 


Any damage to our reputation could harm our business and lead to a reduction in our revenues and 
profitability. 


Maintaining a strong reputation with the investment community is critical to our success. Our reputation is 
vulnerable to many threats that can be difficult or impossible to control, and costly or impossible to remediate 
even if they are without merit or satisfactorily addressed. Our reputation may be impacted by many factors, 
including but not limited to: poor performance; litigation; conflicts of interests; regulatory inquiries, 
investigations or findings; intentional or unintentional misrepresentation of our products or services; or employee 
misconduct or rumors. Any damage to our reputation could impede our ability to attract and retain clients and 
key personnel, adversely impact relationships with third-party distributors and other business partners and lead to 
a reduction in the amount of our assets under management, any of which could adversely affect our results of 
operations and financial condition. 


We manage client assets under agreements that have established investment guidelines or other contractual 
requirements, and any failure to comply could result in claims, losses or regulatory sanctions, which could 
negatively impact our revenues and profitability. 


The agreements under which we manage client assets often have established investment guidelines or other 
contractual requirements that we are required to comply with in providing our investment management services. 
Although we maintain various compliance procedures and other controls to prevent, detect, and correct such 
errors, any failure or allegation of a failure to comply with these guidelines or other requirement could result in 
client claims, reputational damage, withdrawal of assets and potential regulatory sanctions, any of which could 
have an adverse impact on our results of operations and financial condition. 


Our business relies on the ability to attract and retain key employees, and the loss of such employees could 
negatively affect financial performance. 


The success of our business is dependent to a large extent on our ability to attract and retain key employees 
such as senior executives, portfolio managers, securities analysts and sales personnel. Competition in the job 
market for these professionals is generally intense and compensation levels in the industry are highly 
competitive. The market for investment managers is also characterized by the movement of investment managers 
among different firms. 


If we are unable to continue to attract and retain key employees, or if compensation costs required to attract 
and retain key employees increase, our performance, including our competitive position, could be materially 
adversely affected. Additionally, we utilize equity awards as part of our compensation philosophy and as a means 
for recruiting and retaining key employees. Declines in our stock price could result in deterioration in the value 
of equity awards granted, thus lessening the effectiveness of retaining key employees through stock-based 
awards. 


In certain circumstances, the departure of key employees could cause higher redemption rates for certain 
assets under management, or the loss of certain client accounts. Any inability to retain our key employees, attract 


qualified employees, or replace key employee positions in a timely manner, could lead to a reduction in the 
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amount of our assets under management, which could have a material adverse effect on our revenues and 
profitability. In addition, there could be additional costs to replace, retain or attract new talent which would result 
in a decrease in our profitability and have an adverse impact on our results of operations and financial condition. 


The highly competitive nature of the asset management industry may force us to reduce the fees we charge 
to our clients, increase amounts paid to our financial intermediaries or provide more support to those 
intermediaries, all of which could result in a reduction of our revenues and profitability. 


We face significant competition from a wide variety of financial institutions, including other investment 
management companies, as well as from proprietary products offered by our distribution partners such as banks, 
broker-dealers and financial planning firms. Competition in our businesses is based on several factors including 
investment performance, access to distribution channels, service to financial advisers and their clients and fees 
charged. Our competitors, many of which are larger than we are, often offer similar products, use similar 
distribution sources, offer less expensive products, have greater access to key distribution channels and have 
greater resources, geographic footprints and name recognition than we do. 


In addition, our profits are highly dependent on the fee levels for our products and services. In recent years, 
there has been a trend in certain segments of our markets toward lower fees. Competition could cause us to 
reduce the fees that we charge for products and services. In order to maintain appropriate fee levels in a 
competitive environment, we must be able to continue to provide clients with investment products and services 
that are viewed as appropriate in relation to the fees charged. If our clients, including our fund boards, were to 
view our fees as being high relative to the market or the returns provided by our investment products, we may 
choose to reduce our fee levels or we may experience significant redemptions in our assets under management, 
which could have an adverse impact on our results of operations and financial condition. 


We are subject to an extensive and complex regulatory environment, and changes in regulations or failure 
to comply with regulation could adversely affect our revenues and profitability. 


The investment management industry in which we operate is subject to extensive and frequently changing 
regulation. We are regulated by the SEC under the Exchange Act, the Investment Company Act and the 
Investment Advisers Act, and we are subject to regulation by the Commodities Futures Trading Commission 
under the Commodities Exchange Act. Our Global Fund is subject to regulation by the Central Bank of Ireland. 
We are also regulated by FINRA, the Department of Labor under the Employee Retirement Income Security Act 
of 1974, as amended (“ERISA”), as well as other federal and state laws and regulations. 


Although we spend extensive time and resources on compliance efforts designed to ensure compliance with 
all applicable laws and regulations, if we or our affiliates fail to timely and properly modify and update our 
compliance procedures in this changing and highly complex regulatory environment, we may be subject to 
various legal proceedings, including civil litigation, governmental investigations and enforcement actions and 
result in fines, penalties or suspensions of individual employees or limitations on particular business activities, 
which could have an adverse impact on our results of operations and financial condition. 


We have significant deferred tax assets in the U.S., and any limitations on our tax attributes could have an 
adverse impact on our financial condition, results of operations and cash flows. 


We are subject to federal and state income taxes in the United States. Tax authorities may disagree with 
certain positions we have taken and assess additional taxes. We regularly assess the appropriateness of our tax 
positions and reporting. We cannot provide assurance, however, that we will accurately predict the outcomes of 
audits, and the actual outcomes of these audits could be unfavorable. In addition, our ability to use net operating 
loss carryforwards and other tax attributes available to us will be dependent on our ability to generate taxable 
income. 


14 


A large portion of our deferred tax assets is related to the application of a particular Internal Revenue Code 
section. We received a private letter ruling that relies on certain facts, assumptions and representations from 
management regarding the past conduct of our businesses and other matters. If any of these facts, assumptions or 
representations are determined to be incorrect, we may not be able to rely on the ruling and could be subject to 
significant tax liabilities in the event we utilize the related deferred tax assets. 


We utilize unaffiliated firms in providing investment management services and any matters that have an 
adverse impact to their business, or any change in our relationships with these unaffiliated firms could lead 
to a reduction in assets under management, which will adversely affect our revenues and profitability. 


We utilize select unaffiliated subadvisers as investment managers on certain mutual funds and variable 
insurance funds we offer. In addition, certain of our affiliated managers have licensing arrangements with 
unaffiliated data providers. Because we typically have no ownership interests in these unaffiliated firms, we do 
not control the business activities of such firms. Problems stemming from the business activities of these 
unaffiliated firms may negatively impact or disrupt such firms’ operations or expose them to disciplinary action 
or reputational harm. Furthermore, any such problems at these unaffiliated firms may have an adverse impact on 
our business or reputation or expose us to regulatory scrutiny, including with respect to our oversight of such 
firms. For example, in December 2014, the Securities and Exchange Commission announced a settlement with F- 
Squared Investments, one of our unaffiliated subadvisers, which settled charges that F-Squared had violated the 
federal securities laws in connection with its false performance advertising as well as aided and abetted and 
caused certain mutual funds sub-advised by F-Squared to violate Section 34(b) of the Investment Company Act 
of 1940. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” 
for additional information related to the impact of developments at F-Squared on the Company’s results of 
operations and financial condition. 


In addition, we periodically negotiate provisions and renewals of these relationships, and we cannot provide 
assurance that such terms will remain acceptable to us or the unaffiliated firms. These relationships can also be 
terminated upon short notice without penalty. An interruption or termination of our unaffiliated firm relationships 
could affect our ability to market our products and result in a reduction in assets under management, which could 
have an adverse impact on our results of operations and financial condition. 


We distribute through intermediaries, and changes in key distribution relationships could reduce our 
revenues, increase our costs and adversely affect our profitability. 


Our primary source of distribution for our retail products is through intermediaries that include third party 
financial intermediaries, such as: major wire houses; national, regional and independent broker-dealers and 
financial advisors; banks and financial planners and registered investment advisors. Our success is highly 
dependent on access to these various distribution systems. These distributors are generally not contractually 
required to distribute our products and typically offer their clients various investment products and services, 
including proprietary products and services, in addition to and in competition with our products and services. 
While we compensate these distributors for selling our products and services pursuant to agreed amounts, we 
may not be able to retain access to these channels at all or at similar pricing. Increasing competition for these 
distribution channels could cause our distribution costs to rise, which could have a material adverse effect on our 
business, revenues and profitability. To the extent that existing or future intermediaries prefer to do business with 
our competitors, the sales of our products as well as our market share, revenues and profitability could decline. 


We and our third-party service providers, which includes securities pricing and transaction processing 
services, rely on numerous technology systems, and a temporary business interruption or security breach 
could negatively impact our business and profitability. Our business will suffer if our technology systems 
fail or are interrupted or if security breaches or other disruptions compromise our information. 
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Our technology systems and those of our third-party service providers are critical to our operations. The 
ability to consistently and reliably obtain accurate securities pricing information, process client portfolio and 
fund shareholder transactions and provide reports and other customer service to fund shareholders and clients in 
other accounts managed by us is essential to our continuing success. Any delays or inaccuracies in obtaining 
pricing information, processing such transactions or such reports, other breaches and errors, and any 
inadequacies in other customer service, could result in reimbursement obligations or other liabilities, or alienate 
customers and potentially give rise to claims against us. Our customer service capability, as well as our ability to 
obtain prompt and accurate securities pricing information and to process transactions and reports, is highly 
dependent on our third-party service providers’ information systems. Any failure or interruption of those 
systems, whether resulting from technology or infrastructure breakdowns, defects or external causes such as fire, 
natural disaster, viruses, acts of terrorism or power disruptions, could result in financial loss, negatively impact 
our reputation, and negatively affect our ability to do business. Although we have in place disaster recovery 
plans, we may experience temporary interruptions if a natural disaster or prolonged power outages were to occur 
which could have an adverse impact on our results of operations and financial condition. 


In addition, like other companies in the financial services industry, our computer systems are regularly 
subject to and are expected to continue to be the target of computer viruses or other malicious codes, 
unauthorized access, cyber-attacks or other computer-related penetrations. While we have experienced threats to 
our data and systems, to date, we are not aware that we have experienced a material breach of cyber security. 
Over time, however, the sophistication of cyber threats continues to increase, and any controls we put in place 
and preventative actions we take to reduce the risk of cyber incidents and protect our information may be 
insufficient to detect or prevent unauthorized access, cyber-attacks or other security breaches to our computer 
systems or those of third parties with whom we do business. Breach of our technology systems or those of third 
parties with whom we do business through cyber-attacks, or failure to manage and secure our technology 
environment, could result in interruptions or malfunctions in the operations of our business, loss of valuable 
information, liability for stolen assets or information, remediation costs to repair damage caused by a breach, 
additional costs to mitigate against future incidents and litigation costs resulting from an incident. 


We and certain of our third-party vendors receive and store personal information as well as non-public 
business information. Although we and our third-party vendors take precautions, we may still be vulnerable to 
hacking or other unauthorized use. A breach of the systems or hardware could result in an unauthorized access to 
our proprietary business or client data or release of this type of data, which could subject us to legal liability or 
regulatory action under data protection and privacy laws which may result in fines or penalties, the termination of 
existing client contracts, costly mitigation activities and harm to our reputation, which could have an adverse 
impact on our results of operations and financial condition. 


Ownership of a relatively large percentage of our common stock is concentrated with a small number of 
shareholders, which could increase the volatility in our stock trading and dramatically affect our share 
price. 


A large percentage of our common stock is held by a limited number of shareholders. If our larger 
shareholders decide to liquidate their positions, it could cause significant fluctuation in the share price of our 
common stock. Public companies with a relatively concentrated level of institutional shareholders, such as we 
have, often have difficulty generating trading volume in their stock. 


Civil litigation and government investigations or proceedings could adversely affect our business. 


Many aspects of our business involve substantial risks of liability, and there have been substantial 
incidences of litigation and regulatory investigations in the financial services industry in recent years, including 
customer claims as well as class action suits seeking substantial damages. From time to time, we and/or our funds 
may be named as defendants or co-defendants in lawsuits or be involved in disputes that involve the threat of 
lawsuits seeking substantial damages. We and/or our funds are also involved from time to time in governmental 
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and self-regulatory organization investigations and proceedings. Any of these lawsuits, investigations or 
proceedings could result in reputational damage, loss of clients and assets, settlements, awards, injunctions, fines, 
penalties, increased costs and expenses in resolving a claim, diversion of employee resources and resulting 
financial losses. Predicting the outcome of such matters is inherently difficult, particularly where claims are 
brought on behalf of various classes of claimants or by a large number of claimants, when claimants seek 
substantial or unspecified damages or when investigations or legal proceedings are at an early stage. A 
substantial judgment, settlement, fine or penalty could be material to our operating results or cash flows for a 
particular period, depending on our results for that period, or could cause us significant reputational harm, which 
could harm our business prospects. 


We depend to a large extent on our business relationships and our reputation to attract and retain clients. As 
a result, allegations of improper conduct by private litigants, including investors in our funds, or regulators, 
whether the ultimate outcome is favorable or unfavorable to us, as well as negative publicity and press 
speculation about us, our investment activities or the asset management industry in general, whether or not valid, 
may harm our reputation, which may be more damaging to our business than to other types of businesses. We 
may incur substantial legal expenses in defending against proceedings commenced by a client, regulatory 
authority or other private litigant. Substantial legal liability levied on us could cause significant reputational harm 
and have an adverse impact on our results of operations and financial condition. 


We have a significant portion of our assets invested in marketable securities that are primarily comprised of 
our seed capital program. 


At December 31, 2014, the Company had $238.1 million of seed capital investments. A decline in the value 
of equity, fixed income and alternative securities could lower the value of these investments and result in 
declines in our non-operating income and net income. In addition, increases or decreases in the value of these 
investments will increase the volatility of our earnings. 


We cannot assure you that our intended quarterly distributions will be paid each quarter or at all. 


The declaration, payment and determination of the amount of our quarterly dividend, if any, will be at the 
discretion of our Board of Directors, who may change our dividend policy at any time. In making decisions 
regarding our quarterly dividend, our Board of Directors considers general economic and business conditions, 
our strategic plans and prospects, our businesses and investment opportunities, our financial condition and 
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operating results, working capital requirements and anticipated cash needs, contractual restrictions and 
obligations, legal, tax, regulatory and other restrictions that may have implications on the payment of 
distributions by us to our common shareholders or by our subsidiaries to us, and such other factors as our Board 
of Directors may deem relevant. We cannot assure you that any distributions, whether quarterly or otherwise, 
will be paid. 


We may need to raise additional capital in the future, and resources may not be available to us in sufficient 
amounts or on acceptable terms, which could have an adverse impact on our business. 


Our ability to meet the future cash needs of the Company is dependent upon our ability to generate cash. 
Although the Company has been successful in generating sufficient cash in the past, it may not be successful in 
generating additional cash in the future. As of December 31, 2014, we maintained a strong cash and working 
capital position and had no debt outstanding, however, we may need to raise capital to fund new business 
initiatives and financing may not be available to us in sufficient amounts, on acceptable terms, or at all. Our 
ability to access capital markets efficiently depends on a number of factors, including the state of credit and 
equity markets, interest rates and credit spreads. If we are unable to access sufficient capital on acceptable terms 
our business could be adversely impacted. 


We have corporate governance provisions that may make an acquisition of us more difficult. 


Certain provisions of our certificate of incorporation and bylaws could discourage, delay, or prevent a 
merger, acquisition, or other change in control that stockholders may consider favorable, including transactions 
in which stockholders might otherwise receive a premium for their shares. These provisions also could limit the 
price that investors might be willing to pay in the future for shares of our common stock, thereby depressing the 
market price of our common stock. Stockholders who wish to participate in these transactions may not have the 
opportunity to do so. In addition, the provisions of Section 203 of the Delaware General Corporation Law also 
restrict certain business combinations with interested stockholders. 


Our insurance policies may not cover all liabilities and losses to which we may be exposed. 


We carry insurance in amounts and under terms that we believe are appropriate. Our insurance may not 
cover all liabilities and losses to which we may be exposed. Certain insurance coverage may not be available or 
may be prohibitively expensive in future periods. As our insurance policies come up for renewal, we may need to 
assume higher deductibles or pay higher premiums, which could have an adverse impact on our results of 
operations and financial condition. 
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SPECIAL NOTE ABOUT FORWARD-LOOKING STATEMENTS 


This Annual Report on Form 10-K contains statements that are, or may be considered to be, forward- 
looking statements within the meaning of The Private Securities Litigation Reform Act of 1995, as amended, 
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, 
as amended. All statements that are not historical facts, including statements about our beliefs or expectations, 
are forward-looking statements. These statements may be identified by such forward-looking terminology as 
“expect,” “estimate,” “intend,” “believe,” “anticipate,” “may,” “will,” “should,” “could,” “continue,” “project,” 
“opportunity,” “predict,” “would,” “potential,” “future,” “forecast,” “guarantee,” “assume,” “likely,” “target” or 
similar statements or variations of such terms. 


29 Ges 99 66 99 66 29 66 


99 66 27 66 


Our forward-looking statements are based on a series of expectations, assumptions and projections about our 
Company and the markets in which we operate, are not guarantees of future results or performance and involve 
substantial risks and uncertainty, including assumptions and projections concerning our assets under 
management, net cash inflows and outflows, operating cash flows and future credit facilities, for all future 
periods. All of our forward-looking statements contained in this Annual Report on Form 10-K are as of the date 
of this Annual Report on Form 10-K only. 


We can give no assurance that such expectations or forward-looking statements will prove to be correct. 
Actual results may differ materially. We do not undertake or plan to update or revise any such forward-looking 
statements to reflect actual results, changes in plans, assumptions, estimates or projections, or other 
circumstances occurring after the date of this Annual Report on Form 10-K, even if such results, changes or 
circumstances make it clear that any forward-looking information will not be realized. If there are any future 
public statements or disclosures by us which modify or impact any of the forward-looking statements contained 
in or accompanying this Annual Report on Form 10-K, such statements or disclosures will be deemed to modify 
or supersede such statements in this Annual Report on Form 10-K. 


Our business and our forward-looking statements involve substantial known and unknown risks and 
uncertainties, including those discussed under “Risk Factors,” and “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” in this Annual Report on Form 10-K. Any occurrence of, or any 
material adverse change in, one or more risk factors or risks and uncertainties referred to in this Annual Report 
on Form 10-K or our other periodic reports filed with the SEC could materially and adversely affect our 
operations, financial results, cash flows, prospects and liquidity. You are urged to carefully consider all such 
factors. 


Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


We lease our principal offices, which are located at 100 Pearl St., Hartford, CT 06103. In addition, we lease 
office space in Illinois, California, Massachusetts and New York. We believe our office facilities are suitable and 
adequate for our business as it is presently conducted. 


Item 3. Legal Proceedings. 


The Company is regularly involved in litigation and arbitration as well as examinations, inquiries and 
investigations by various regulatory bodies, including the SEC, involving its compliance with, among other 
things, securities laws, client investment guidelines, laws governing the activities of broker-dealers and other 
laws and regulations affecting its products and other activities. Legal and regulatory matters of this nature 
involve or may involve the Company’s activities as an employer, issuer of securities, investor, investment 
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adviser, broker-dealer or taxpayer. In addition, in the normal course of business, the Company discusses matters 
with its regulators raised during regulatory examinations or is otherwise subject to their inquiry. These matters 
could result in censures, fines, penalties or other sanctions. 


The Company accrues for a liability when it is both probable that a liability has been incurred and the 
amount of the liability can be reasonably estimated. Significant judgment is required in both the determination of 
probability and the determination as to whether a loss is reasonably estimable. In addition, in the event the 
Company determines that a loss is not probable, but is reasonably possible, and it becomes possible to develop 
what the Company believes to be a reasonable range of possible loss, then the Company will include disclosures 
related to such matter as appropriate and in compliance with ASC 450, Loss Contingencies. The disclosures, 
accruals or estimates, if any, resulting from the foregoing analysis are reviewed at least quarterly and adjusted to 
reflect the impact of negotiations, settlements, rulings, advice of legal counsel and other information and events 
pertaining to a particular matter. The Company believes, based on its current knowledge, that the outcomes of its 
legal and regulatory proceedings are not likely, either individually or in the aggregate, to have a material adverse 
effect on its consolidated financial condition. However, in the event of unexpected subsequent developments and 
given the inherent unpredictability of these legal and regulatory matters, the Company can provide no assurance 
that its assessment of any claim, dispute, regulatory examination or investigation or other legal matter will reflect 
the ultimate outcome and an adverse outcome in certain matters could, from time to time, have a material adverse 
effect on the Company’s results of operations or cash flows in particular quarterly or annual periods. 


Tom Cummins v. Virtus Investment Partners Inc. et al 


On February 20, 2015, a putative class action complaint alleging violation of the federal securities laws was 
filed by an individual shareholder against the Company and certain of the Company’s current officers in the 
United States District Court for the Southern District of New York. The complaint was purportedly filed on 
behalf of all purchasers of the Company’s common stock between May 28, 2013 and December 22, 2014, 
inclusive (the “Class Period”). The complaint alleges that, during the Class Period, the defendants disseminated 
materially false and misleading statements and concealed material adverse facts relating to certain funds 
subadvised by F-Squared Investments. The complaint alleges claims under Sections 10(b) and 20(a) of the 
Securities Exchange Act of 1934, as amended, and Rule 10b-5. The plaintiff seeks to recover unspecified 
damages on behalf of the class members. The Company believes that the suit is without merit and intends to 
defend it vigorously. 


Item 4. Mine Safety Disclosures. 


Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities. 

Our common stock is traded on the NASDAQ Global Market under the trading symbol “VRTS.” As of 
February 12, 2015, we had 8,977,784 shares of our common stock outstanding that were held by approximately 
68,000 holders of record. The table below sets forth the quarterly high and low sales prices of our common stock 
on the NASDAQ Global Market for each quarter in the last two fiscal years. 


Year Ended Year Ended 
December 31, 2014 December 31, 2013 

Dividends Dividends 
Quarter Ended High Low Declared High Low Declared 
First Quarter... 0.0.0.0... eee cece eee ee $208.92 $169.03 $— $191.34 $121.22 $— 
Second Quarter... 0.0.0.0... c cece eee eee $215.72 $165.00 $0.45 $248.89 $175.96 $— 
Third Quarter: 2 s.si.03444-c00seeinaeraae eos $227.29 $166.35 $0.45 $195.69 $152.61 $— 
Fourth Quarter ........00.0.0..00 0000 e eee $188.04 $151.81 $0.45 $214.49 $154.30 $— 


On February 18, 2015, the Company’s Board of Directors declared a quarterly cash dividend of $0.45 per 
common share to be paid on May 13, 2015 to shareholders of record at the close of business on April 30, 2015. 


There have been no non-cash dividends on our common stock with respect to the periods presented. The 
continuation of the payment of any dividends on our common stock and the amount thereof will be determined 
by the board of directors depending upon, among other factors, the Company’s earnings, operations, financial 
condition, capital requirements and general business outlook at the time payment is considered. 


Issuer Purchases of Equity Securities 


During 2014, we repurchased a total of 225,441 shares of our common stock pursuant to the Board of 
Director’s fourth quarter 2010 authorization. On December 10, 2014, our Board of Directors authorized an 
additional 500,000 shares of our common stock to be repurchased under the share repurchase program. As of 
December 31, 2014, 1.2 million shares of our common stock have been authorized to be repurchased under the 
program, and 624,559 shares remain available for repurchase. Under the terms of the program, we may 
repurchase shares of our common stock from time to time at our discretion through open market repurchases and/ 
or privately negotiated transactions, depending on price and prevailing market and business conditions. The 
program is intended to generally offset dilution caused by shares issued under equity-based plans. The program, 
which has no specified term, may be suspended or terminated at any time. 


The following table sets forth information regarding our share repurchases in each month during the quarter 
ended December 31, 2014: 


Total number of Maximum number of 


shares repurchased shares that may 
as part of publicly yet be repurchased 
Total number of Average price announced plans under the plans 
Month shares repurchased __ paid per share (1) or programs or programs (2) 
October 1—31, 2014 ........... — $ — — 213,126 
November 1—30, 2014 ......... 88,567 $158.07 88,567 124,559 
December 1—31, 2014 ......... — $ — — 624,559 
POlalll 7a a: ccstardessniarncegouee ats 88,567 88,567 


(1) Average price paid per share is calculated on a settlement basis and excludes commissions. 
(2) The share repurchases above were completed pursuant to an expanded program announced in May 2013 and 
December 2014. 


Aik 


There were no unregistered sales of equity securities during the period covered by this Annual Report. 
Shares of our common stock purchased by participants in our Employee Stock Purchase Plan were delivered to 
participant accounts via open market purchases at fair value by the third-party administrator under the plan. We 
do not reserve shares for this plan or discount the purchase price of the shares. 


For the year ended December 31, 2014, we paid $9.5 million in minimum employee tax withholding 
obligations related to employee share transactions. 
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Item 6. Selected Financial Data. 


The following table sets forth our selected consolidated financial and other data at the dates and for the 


periods indicated. The selected financial data should be read in conjunction with “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and the 
notes thereto appearing elsewhere in this Annual Report on Form 10-K. 


($ in thousands, except per share data) Years Ended December 31, 


2014 (1) 2013 (1) 2012 (1) 2011 (2) 2010 (2) 


Results of Operations 


REVENUES#4 3/32 ides dass ee tunes i het tae $450,598 $389,215 $280,086 $ 204,652 $144,556 
Operating Expenses ...............0 00.00.0008. 319,878 275,711 219,641 190,749 = 135,285 
Operating income ......... 0.0... eee eee eee 130,720 113,504 60,445 13,903 9,271 
Income tax expense (benefit) (3) ................ 39,349 44,778 27,030 (132,428) 513 
Net income (3) ........ ce eee eee eee ee 96,965 77,130 37,773 145,420 9,642 
Net income attributable to common stockholders (3) .. . 97,700 75,190 37,608 111,678 5,209 
Earnings per share—basic (3) ................0-. 10.75 9.18 4.87 17.98 0.87 
Earnings per share—diluted (3) ................. 10.51 8.92 4.66 16.34 0.81 
Cash dividends declared per share ............... 1.35 — — _— — 
As of December 31, 


2014 (1) 2013 (1) 2012 (2) 2011 (2) 2010 (2) 


Balance Sheet Data 


Cash and cash equivalents ................-005- $202,847 $271,014 $ 63,432 $ 45,267 $ 43,948 
WniVESHMENUS: .ccs60 ads, 4 e239. fee ood eaw renege teal ee Oe 63,448 37,258 18,433 18,357 12,913 
Goodwill and other intangible assets, net .......... 47,043 49,893 53,971 56,891 57,772 
Total assets 2.0... eee 698,773 644,954 332,749 286,379 148,911 
Accrued compensation and benefits .............. 54,815 53,140 41,252 31,171 19,245 
DGD oo ak eo Se Bite cre oe ase ens vee ep aons eees — — 15,000 15,000 15,000 
Total Wabilities: a.joc a3 sex ce eddicis bork Se new 112,350 ~=109,900 85,115 68,007 64,720 
Convertible preferred stock (4) ................-. — — — 39,217 35,921 
Totalequity s.icc.csaucer be de abiaee eaegede ads 563,352 492,868 244,471 183,155 48,270 
Net assets of consolidated sponsored investment 
PFOMUCIS (SD): ins dh towed wea eee aula a ae 216,672 98,433 40,397 —_ — 
As of December 31, 
2014 2013 2012 2011 2010 


($ in millions) 


Assets Under Management 
Total assets under management ................. $ 56,702 $ 57,740 $ 45,537 $ 34,588 $ 29,473 


(1) 
(2) 
(3) 


(4) 


(5) 


Derived from audited consolidated financial statements included elsewhere in this Annual Report on 

Form 10-K. 

Derived from audited consolidated financial statements not included in this Annual Report on Form 10-K. 
The amount shown for the 2014 fiscal year includes a net tax benefit of approximately $15.5 million due to 
the resolution of uncertain tax positions. The amount shown for the 2011 fiscal year includes a tax benefit of 
$132.4 million, primarily related to the release of a valuation allowance on certain deferred tax assets. 

On October 27, 2011, the Company entered into an agreement with the Series B Convertible Preferred Stock 
(“Series B”) stockholder to convert 35,217 shares of Series B into 1,349,300 shares of common stock. The 
Series B was converted to shares of common stock on January 6, 2012. As a result of the conversion, all of 
the preferred shares were retired. 

The Company consolidates sponsored investment products in which it has a majority voting interest. Net 
assets of consolidated sponsored investment products are comprised of $252.3, $149.2 and $43.9 million of 
total assets, $12.6, $8.6 and $0.3 million of total liabilities and $23.1, $42.2 and $3.2 million of redeemable 
noncontrolling interests at December 31, 2014, 2013 and 2012, respectively. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Overview 
Our Business 


We are a provider of investment management and related services to individuals and institutions. We use a 
multi-manager, multi-style approach, offering investment strategies from affiliated managers and unaffiliated 
subadvisers, each having its own distinct investment style, autonomous investment process and individual brand. 
By offering a broad array of products, we believe we can appeal to a greater number of investors, which allows 
us to have offerings across market cycles through changes in investor preferences. Our earnings are primarily 
driven by asset-based fees charged for services relating to these various products including investment 
management, fund administration, distribution and shareholder services. 


We offer investment strategies for individual and institutional investors in different product structures and 
through multiple distribution channels. Our investment strategies are available in a diverse range of styles and 
disciplines, managed by a collection of boutique investment managers, both affiliated and unaffiliated. We have 
offerings in various asset classes (domestic and international equity, fixed income and alternative), in all market 
capitalizations (large, mid and small), in different styles (growth, blend and value) and with various investment 
approaches (fundamental, quantitative and thematic). Our retail products include open-end mutual funds, closed- 
end funds, variable insurance funds and separately managed accounts. We also offer certain of our investment 
strategies to institutional clients. 


We distribute our open-end mutual funds through financial intermediaries. We have broad access in the 
retail market, with distribution partners that include national and regional broker-dealers, independent broker- 
dealers and independent financial advisory firms. In many of these firms, we have a number of products that are 
on firms’ preferred “recommended” lists and on fee-based advisory programs. Our sales efforts are supported by 
regional sales professionals, a national account relationship group and separate teams for the retirement and 
insurance markets. 


Our separately managed accounts are distributed through financial intermediaries and directly by teams at 
our affiliated managers. Our institutional distribution strategy is an affiliate-centric and coordinated model. 
Through relationships with consultants, our affiliates target key market segments, including foundations and 
endowments, corporate, public and private pension plans and unaffiliated mutual funds. 


Market Developments 


In 2014, the global equity markets were up as evidenced by the MSCI World Index ending the year at 1,710 
as compared to 1,661 at the start of the year, an increase of 3.0%. The major U.S. equity indexes were also up for 
2014, with the Dow Jones Industrial Average ending the year at 17,823, from 16,577 at the beginning of the year, 
an increase of 7.5%, and the Standard & Poor’s 500 Index increased by 11.4% ending the year at 2,059, from 
1,848 at the beginning of the year. The major U.S. bond index, the Barclays U.S. Aggregate Bond Index, 
increased 6.0% in 2014 ending the year at 1,915, compared to 1,807 at the beginning of the year. 


The financial markets have had and are likely to continue to have a significant impact on asset flows and the 
value of our assets under management. The capital and financial markets could experience fluctuation and 
volatility, as they have in the past, which could impact relative investment returns and asset flows among 
investment products as well as investor choices and preferences among investment products, including equity, 
fixed income and alternative products. 


Financial Highlights 


¢ Total revenues were $450.6 million in 2014, an increase of $61.4 million, or 15.8%, from $389.2 
million in 2013. Total revenues increased in 2014 compared to the same period in the prior year as a 
result of higher average assets under management and an increase in average fees earned. 


24 


¢ Long-term open-end mutual fund sales in 2014 of $12.7 billion represent a 34.8% sales rate (defined as 
inflows divided by beginning assets under management). Open-end fund sales during 2014 remained 
diversified by asset class, with 29.3% of sales in international equity funds, 29.7% in fixed income 
strategies, 28.7% of sales in domestic equity funds and 12.3% in alternative strategies. 


¢ Net income attributable to common stockholders in 2014 increased 29.9% to $97.7 million, from $75.2 
million, in 2013. The 2014 earnings include a net tax benefit of $15.5 million related to the resolution 
of uncertain tax positions. Earnings per diluted common share increased 17.8% to $10.51 in 2014 from 
$8.92 in 2013. 


e In the second quarter of 2014, we launched the Duff & Phelps Select Energy MLP Fund Inc. (NYSE: 
DSE), a new closed-end fund managed by Duff & Phelps Investment Management Co., an affiliated 
manager. The fund added $493.8 million in assets under management during the year. At December 31, 
2014 the fund had assets under management of $583.7 million inclusive of leverage. 


Assets Under Management 


At December 31, 2014, we managed $56.7 billion in total assets, representing a decrease of $1.0 billion, or 
1.8%, from the $57.7 billion managed at December 31, 2013. The decrease in assets under management was due 
to the liquidation of our money market open-end funds of $1.6 billion, net outflows of $1.2 billion, $1.0 billion 
from dividends distributed, net of reinvestments, and the impact on assets from the use of leverage, offset by 
market appreciation of $2.8 billion. The 2014 full year net outflows of $0.5 billion in our long-term open-end 
funds was the result of fourth quarter 2014 net outflows of $2.2 billion, offset by net inflows of $1.7 billion from 
the first three quarters of 2014. The $2.2 billion in net outflows during the fourth quarter of 2014 was primarily 
attributable to $1.8 billion in net outflows in our domestic equity, Premium AlphaSector and alternative Dynamic 
AlphaSector funds. We believe several factors individually and collectively contributed to the outflows, 
including reactions to a large capital gain distribution communicated in the fourth quarter of 2014, the absolute 
performance of these products in a rising market environment and developments at the funds’ subadviser, 
F-Squared Investments, including a regulatory settlement and the resignation of its CEO in the fourth quarter of 
2014 and the related announcements and media coverage. At December 31, 2014, F-Squared Investments served 
as subadviser to the Virtus mutual funds that represented $9.9 billion of assets under management. In 2015, we 
continued to experience net outflows in our long-term open-end funds primarily attributable to net outflows in 
the Premium AlphaSector and Dynamic AlphaSector funds. The changes in our assets under management may 
also be affected by the factors discussed in Item 1A of this Annual Report on Form 10-K “Risk Factors”. 


Long-term assets under management, which exclude cash management products, were $56.7 billion at 
December 31, 2014, an increase of $0.5 billion, or 0.9%, from $56.2 billion at December 31, 2013. Average 
assets under management, which generally correspond to our fee-earning asset levels, were $59.1 billion for the 
year ended December 31, 2014, an increase of $6.1 billion, or 11.6%, from $53.0 billion for the year ended 
December 31, 2013. 


Operating Results 


In 2014, total revenues increased 15.8% to $450.6 million from $389.2 million in 2013. Revenues increased 
in 2014 compared to 2013, primarily as a result of an increase in average assets under management and an 
increase in fee rates. Operating income increased by 15.2% from $113.5 million in 2013 to $130.7 million in 
2014, due to increased revenues driven by higher levels of average assets under management partially offset by 
higher employment expenses associated with personnel additions to support the growth of the business and 
distribution and administrative expenses attributable to the launch of the new DSE closed-end fund. 
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Assets Under Management by Product 


The following table summarizes our assets under management by product: 


As of December 31, Change 
2014 vs. 2013 vs. 
2014 2013 2012 2013 % 2012 % 
($ in millions) 
Retail Assets 
Mutual fund assets 
Long-term open-end mutual 
funds .csd066%0 ia cee vs $36,292.3 $36,367.7 $25,827.11 $ (75.4) (0.2)% $10,540.6 40.8% 
Closed-end funds .......... 7,581.4 6,499.6 6,231.6 1,081.8 16.6% 268.0 4.3% 
Money market open-end 
funds.) as esexinad ces — 1,556.6 1,994.1 (1,556.6) (100.0)% (437.5) (21.9)% 
Total mutual fund assets ........ 43,873.7 44,423.9  34,052.8 (550.2) (1.2)% 10,371.1 30.5% 
Variable insurance funds ........ 1,221.9 1,311.8 1,295.7 (89.9) (6.9)% 16.1 1.2% 
Separately managed accounts (2) .. 6,884.8 = 7,433.1 5,829.0 (548.3) (7.4)% 1,604.1 27.5% 
Total retail assets .............. 51,980.4 53,168.8 41,177.5 (1,188.4) (2.2)% 11,991.3 29.1% 
Total institutional accounts (2) .... 4,722.0 4,570.8 4,359.5 151.2 3.3% 211.3 4.8% 
Total Assets Under 
Management .............. $56,702.4 $57,739.6 $45,537.0 $(1,037.2) (1.8)% $12,202.6 26.8% 
Average Assets Under 
Management .............. $59,122.1 $52,975.8 $39,631.5 $ 6,146.3 11.6%  $13,344.3 33.7% 


(1) On October 20, 2014, our money market funds were liquidated. This liquidation had no impact on our 
operating results. 
(2) Includes assets under management related to option strategies. 
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Asset Flows by Product 
The following table summarizes our asset flows by product for the periods indicated: 


($ in millions) Years Ended December 31, 
2014 2013 2012 


Retail Products 
Mutual Funds—Long-Term Open-End 


Beginning halance 3.3.0 :dayeameces nervosa eed beweshares ye darnaGeaerdadanieeees $ 36,367.7 $ 25,827.1 $16,896.6 
Dial WS i sescuisnsns tn ecsvs vcore pela ctv ay sede stiles Ober lase abn aiCecaya le Rl gcd. da eBay a ts cece Ia on Resebie Bene aul 12,665.6 19,097.6 12,340.9 
OUMLOWS: eieieiy oes tates Aaa ltletind Mae Ware coal a hoon Ae ales SOU A ihe ava OGk Sahialadlod o4 (13,198.3) (10,991.7) (5,921.7) 
Net OWS: sacha k decks bE GE KSERECEON BEES ORE EO EERE OOEREOREE SALADS RRO RESTOR OGRE (532.7) 8,105.9 6,419.2 
Marketi periormance® intacsccannins soy oh on Seed eS CLG ONE HOOK OM GASES Ea OME ORR GOA 1,225.4 2,124.6 2,542.0 
(0 [401i lB) measer Poe ar err enero cE ean OP gga ce ae Tea a (768.1) 310.1 (30.7) 
PENG G Dalam Ce = os .c.555 5 hescisid ole dani cn Senin tacos o gscsn ten Geaedupacale Goapieden dh teal sees dograpaln ce deaveans econo $ 36,292.3 $ 36,367.7 $25,827.1 
Mutual Funds—Closed-End 
Beginning balance: css sada keds deta Sark Sere ee oe eee ls deed Sie eGiarale ai egae ara snGretines $ 6,499.6 $ 6,231.6 $ 5,675.6 
THO WSs gue BGs Ges dro ae MR ek oS Se LG CE TE HORT RT GRD SHOR. 4 RENTER NOES 493.8 — 444.2 
OI EET OW fncca- 55 sda area a loads a sede drgia Bade dette Sg. se grasa gdb a tu dora eBags tuk ta dohea eee Quads qsabeaes — — — 
INV ETOYS vata siete csuc cote te tearbn tet ects at Arcuri oo ot socccls oe, ce auiv ce ots beaseede a Reet ve beewaeuiesce notated 493.8 — 444.2 
Market performance: sis.a6 siya cocceeis ne dee pisin toes Gok. di bares nO OLN OS node nian aus le gia eee ace eNes 799.3 728.2 362.7 
OTHER CD) a easceyisee ced ava eeaceck totes sacacy rade dh eid dotey Gaver eaters toe, avackeh Ord OoRoace i eleddoece ore eater es (211.3) (460.2) (250.9) 
Ending balance ....40cocseecescengesie eae sc oe gesseeae scenario ewes aadeanemewes $ 7,581.4 $ 6,499.6 $ 6,231.6 
Mutual Funds—Money Market 
Be Ginning Balance scape. ch taiwan wdvasa dee easvetn te shee comptes Ae eun iid edna wae Gueles ake aoa qln is Baie isa av $ 1,556.6 $ 1,994.1 $ 2,294.8 
OU EE chads tecimentehaeton aonciate cate usw nats ase wseaslnacewe bas ie emieense ne Memes (1,556.6) (437.5) (300.7) 
Ending balance? 2c. ccy eee da erin ete dale A Raa ee a aw eae dale oa Ral oa aOR $ — $ 1,556.6 $ 1,994.1 
Variable Insurance Funds 
Be einnat g al anes. gee 5 cd gcse cash hel na avira bese -g asa tbs gup bao eran atbeh gen bb la peg sb ah Se $ 1,311.8 $ 1,295.7 $ 1,308.6 
DE WS sco tees 1 perenne ste cancers ti pce ge fst ge est fasten ne seach ch Paeeucaie hen 68.1 48.7 48.0 
UDO WES, cdg. .)s, 273 cats-p3s ca 8 Shave domes wh Sande ada sus IBsals iaies i edhaynvdeon esti uh AvteBvey suid at is sto tehare een (229.8) (245.4) (238.2) 
INGA OWS» icc ahy sete Baran paciattnne alhg ag Saleen Gn PAR ean OA ely ORE ene eon SOE ees (161.7) (196.7) (190.2) 
Market performance: saicé tuvei de caw seiaoe kool ese ea eacw eee Rew eaeaie Mewise dad 71.8 213.3 177.3 
Other (1): acc eeiaks bose pea ee ES Peo oeeeaea eis obadaw USeld doh ee ede Gees — (0.5) — 
Ending Dalam: j.1jcc0csied eaarearsaingayn dus bad Rare ANE Berard Naam Ni Mand mR he Ble eR $ 1,221.9 $ 1,311.8 $ 1,295.7 
Separately Managed Accounts (2) 
Beginning Dalance: <3 sac acd Yaaw's Mesias ee ale Ra gany URW IG Ay ea eles a erg ORT a $ 7,433.1 $ 5,829.0 $ 3,933.8 
Tint OWS sigs isics 4 ie Ge acelge BER aS aS A OE TRS OADM NT TR GU AOR HERD ERG CA REE ROW Oe 1,333.6 1,384.0 1,178.4 
QUO W Sides std Reteadtcts hist onemaincec ont ocntt aie attoena Gabon eee enon ats (2,244.8) (1,225.9) (980.7) 
ING bE WS ss aloes cahairsvgn aad Seca g spon oi See stat pte fai ocala sandy vb cb aE canoe 8 ow bee (911.2) 158.1 197.7 
Market performance 3.0 ccs0i: cree aan ddate ns NS Oe oe ae Daa weed awe AM eee aaes 355.5 1,481.4 526.8 
UDG OLY. cscelecceariara yi caspaacechicts etn ncioenwseite heroin safes daostecdoato ea ssestedaiscabeeloteoe ecpcesstoattasdstie mois 7A (35.4) 1,170.7 
Ending balance. si.445.nccaebd oridd aadareo tana. aniaihd ak aptdaend dG de aweaedes $ 6,884.8 $ 7,433.1 $ 5,829.0 
Institutional Accounts (2) 
Beginning balance: oss crane packaged caetns.g SP deng Sata Hea AEE. | Pang Sas ee $ 4,570.8 $ 4,359.5 $ 4,478.2 
Til OWS ios enn ce faceted eve ee te etd Money iar bea teed ORLY BFE MOEN eye NeDY Oe eR WEAN MAY ees 650.5 796.3 435.9 
Outflows . 00. eee c cece eee cece ee bee ee eee te ebeeeeeeettrreeeeeetetrereees (743.0) (782.1) (576.1) 
INGO FLOWS is spc 2.5 ecuins sco oce ids eccte hsnib ee pela a. nto bee grgibcandie gat bun lauded tanta Beagle bbelbiorg elbadbe de (92.5) 14.2 (140.2) 
Market perOrmanices ). Asnnich ces agrt ara danpuican candice sina lyse Bard adnan na ada asad yicee mar 389.2 314.7 233.4 
OME CL) sca io. fsa sence vas bh GodasecdteearinG Goa dh anda td don aeat on dad acd bua ea hudheaioand Sua tise a 4 bad, gabeate (145.5) (117.6) (211.9) 
Ending balance: sic. cosh Py cca hata vee eee wea Ty Ao a eeepc lea Te Ces $ 4,722.0 $ 4,570.8 $ 4,359.5 
Total 
Beginning balance: j.s.:535 Ad ciate ews aie distedta vanes haan dds sau dtaaunnGn Adamataledes $ 57,739.6 $45,537.0 $34,587.6 
MAUL 2 steps ness oa nce act Latte epee on gle pais fed as pc crannies eaycote ca ages sais ea taeda, sl toed 15,211.6 21,326.6 14,447.4 
UPTO WES a5 sce 5s ow seser are eracecd sores saicacytera bores dheehid doacy Gaver yadeed toe, aeackeh Ord OoRSine Wu abehdetce Gre eaeEey Ado ee (16,415.9) (13,245.1) (7,716.7) 
ING GIN WV 8 esc szc inact can oS eR ana, acai ae Rae ANG aaa aR Na we eae amie eee ania (1,204.3) 8,081.5 6,730.7 
Market perlOrmance® oink 5-34 cp he See. Hine g conve ties Heo ean gy acd aime Ware oo arg Mey eee gals 2,841.2 4,862.2 3,842.2 
OS CL) og ie5 bi isp cacaive shan dela ce ce card an ew. garda Qemuiels cee AP Ga Ua Hace gatsg pais & Ba gna 'a ang ude Geae HloelsGeGe goed (2,674.1) (741.1) 376.5 
PGi ge Dalam. i ce.ece, sasis wee Ace cava hcdiapias mya anh diaiwacn eae ate Rdid ple aa aye a nataele peels $ 56,702.4 $57,739.6 $45,537.0 


(1) Represents open-end and closed-end mutual fund distributions, net of reinvestments, net flows of cash 
management strategies, net flows and market performance on structured products and net flows from non- 
sales related activities such as asset acquisitions/(dispositions), marketable securities investments/ 
(withdrawals) and the impact on assets from the use of leverage. 

(2) Includes assets under management related to option strategies. 


The following table summarizes our assets under management by asset class: 


As of December 31, Change 
2014 vs. 2013 vs. 
2014 2013 2012 2013 % 2012 % 
($ in millions) 
Asset Class 
Equity 03 c2e0t id dweeeses $34,180.7 $33,610.7 $24,668.1 $ 570.0 1.7% $ 8,942.6 36.3% 
Fixed income ............. 16,681.6 15,8294 14,861.2 852.2 5.4% 968.2. 6.5% 
Alternatives (1) ............ 5,372.4 5,308.3 2,694.7 64.1 1.2% 2,613.6 97.0% 
OEE (2) ieee ds, eee gtalacta gare 467.7 2,991.2 3,313.0 (2,523.5) (84.4)% (321.8) (9.7)% 
Total v.0c- cake ices i $56,702.4 $57,739.6 $45,537.0 $(1,037.2) (1.8)% $12,202.6 26.8% 


(1) Consists of long/short equity, real estate, master-limited partnerships and other. 
(2) Consists of cash management and options strategies. Options strategies were $467.7 million, $1,403.6 
million and $1,283.2 million at December 31, 2014, 2013 and 2012, respectively. 


Average Assets Under Management and Average Basis Points 


The following table summarizes average assets under management and the average management fee earned: 


As of December 31, 
Average Fee Earned Average Assets Under Management 
(expressed in basis points) ($ in millions) 
2014.~«2013.~=C«s—“(<téiSC“‘(‘_‘éOS:SO!O!*!*!*#*«CO! 
Products 
Mutual Funds—Long-term Open-End (1)(2) ...... 51.3 51.1 50.5 $38,349.2 $32,520.4 $21,446.5 
Mutual Funds—Closed-End ................... 65.6 616 58.8 7,112.9 6,476.0 6,014.9 
Mutual Funds—Money Market Open-End (1) ..... —_— 1.6 4.2 1,060.1 1,700.7 1,845.7 
Variable Insurance Funds (1).................-. 50.9 56.5 48.4 1,271.1 1,300.6 1,319.8 
Separately Managed Accounts (3) ............... 51.9 48.7 50.7 6,774.2 6,471.4 4,586.0 
Institutional Accounts (3) ............ 0000000 ee 35.5 33.7 30.7 4,554.6 4,506.7 4,418.6 
All Products ........... 00.00.00 c eee eee 50.9 49.2 47.4 $59,122.1 $52,975.8 $39,631.5 


(1) Average fees earned are net of fees paid to unaffiliated subadvisers. 
(2) Excludes the impact of consolidated sponsored investment products. 
(3) Includes assets under management related to options strategies. 


Long-term and money market open-end mutual fund and variable insurance fund fees are calculated based 
on average daily net assets. Closed-end fund fees are calculated based on either average weekly or daily net 
assets. Average fees earned will vary based on several factors, including the asset mix and reimbursements to 
funds. Separately managed account fees are calculated based on the end of the preceding or current quarter’s 
asset values or on an average of month-end balances. Institutional account fees are calculated based on an 
average of month-end balances or current quarter’s asset values. 
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Year ended December 31, 2014 compared to year ended December 31, 2013. The average fee rate earned 
for 2014 increased 1.7 basis points as compared to the prior year primarily related to the liquidation of our money 
market funds in October 2014 and an increase in the closed-end fund fee rate related to the closed-end fund 
launch during the year. The average fee rate earned on institutional and separately managed accounts increased in 
2014 as compared to 2013 primarily due to the redemption of low fee earning accounts. 


Year ended December 31, 2013 compared to year ended December 31, 2012. The average fee rate earned 
for 2013 increased as compared to the prior year as equity and alternative products, which generally have higher 
fees, represented a higher percentage of our assets under management due to strong sales, positive flows and 
market appreciation. The average fee rate earned on closed-end funds increased for 2013 as compared to the 
same period in 2012 due to decreased fee waivers. The average fee rate earned on variable insurance funds 
increased in 2013 as compared to the same period in 2012 due to a decrease in fund reimbursements over the 
same periods. The average fee rate earned on institutional products increased in 2013 as compared to 2012 due to 
higher fee rates on new institutional mandates and additional fees on one of our structured products. 


Results of Operations 


Summary Financial Data 


Years Ended December 31, Change 
2014 2013 2012 2014 vs. 2013 % 2013 vs. 2012 % 

($ in thousands) 
Investment management fees .... $300,663 $260,557 $187,875 $40,106 15.4% $ 72,682 38.7% 
Other revenue ................ 149,935 128,658 92,211 21,277 16.5% 36,447 39.5% 
Total revenues ............... 450,598 389,215 280,086 61,383 15.8% 109,129 39.0% 
Operating expenses ............ 316,100 = 271,298 = 215,520 44,802 16.5% 55,778 25.9% 
Amortization expense .......... 3,778 4,413 4,121 (635) (14.4)% 292 7.19% 
Total operating expenses ...... 319,878 275,711 219,641 44,167 16.0% 56,070 25.5% 
Operating income ............ 130,720 =: 113,504 60,445 17,216 15.2% 53,059 87.8% 
Other (expense) income, net ..... (2,843) 5,939 3,925 (8,782) (147.9)% 2,014 51.3% 
Interest income, net ............ 8,437 2,465 433 5,972 242.3% 2,032 469.3% 
Income before income taxes .... 136,314 121,908 64,803 14,406 11.8% 57,105 88.1% 
Income tax expense ............ 39,349 44,778 27,030 (5,429) (12.1)% 17,748 65.7% 
Net income .................. 96,965 77,130 37,773 19,835 25.7% 39,357 104.2% 
Noncontrolling interests ........ 735 (1,940) (101) 2,675 (137.9)% (1,839) = 1,820.8% 
Allocation of earnings to preferred 

stockholders .............0. — — (64) — — % 64 (100.0)% 
Net income attributable to 

common stockholders ....... $ 97,700 $ 75,190 $ 37,608 $22,510 29.9% $ 37,582 99.9% 
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Revenues 


Revenues by source were as follows: 


Years Ended December 31, Change 

($ in thousands) 2014 2013 2012 2014 vs. 2013 % 2013 vs. 2012 % 
Investment management fees 

Mutiral fund: oie. ccc oct sarsancen te aoc 4 ad $242,880 $206,516 $144,688 $36,364 17.6%  $ 61,828 42.7% 
Separately managed accounts ............ 35,152 31,510 =. 23,245 3,642 11.6% 8,265 35.6% 
Institutional accounts .................0. 16,156 15,184 13,554 972 6.4% 1,630 12.0% 
Variable products ..............0.00 00 6,475 7,347 6,388 (872) (11.9)% 959 15.0% 
Total investment management fees ...... 300,663 260,557 187,875 40,106 15.4% 72,682 38.7% 
Distribution and service fees ........... 91,950 78,965 56,866 12,985 16.4% 22,099 38.9% 
Administration and transfer agent fees . . . 56,016 48,185 33,779 7,831 16.3% 14,406 42.6% 
Other income and fees................. 1,969 1,508 1,566 461 30.6% (58) (3.7) % 
Total revenues ...................005. $450,598 $389,215 $280,086 $61,383 15.8% $109,129 39.0% 


Investment Management Fees 


Year ended December 31, 2014 compared to year ended December 31, 2013. Investment management fees 
are earned based on a percentage of assets under management and are paid pursuant to the terms of the respective 
investment management contracts, which generally require monthly or quarterly payments. Investment 
management fees increased by $40.1 million or 15.4% for the year ended December 31, 2014 due to an 11.6% 
increase in average assets under management and an increase of approximately two basis points in average fee 
rate earned. The increase in average assets under management for the year ended December 31, 2014 was due 
primarily to the 2013 growth in assets under management. Revenues increased at a higher rate than assets under 
management due to the increase in the average fee rate earned and the timing of flows during the year. 


Year ended December 31, 2013 compared to year ended December 31, 2012. Investment management fees 
increased by $72.7 million or 38.7% for the year ended December 31, 2013 due to a 33.7% increase in average 
assets under management and an increase of approximately two basis points in average fee rate earned. The 
increase in average assets under management for the year ended December 31, 2013 was due primarily to overall 
positive net flows of $8.1 billion resulting from higher sales of long-term open-end mutual funds in 2013 and 
market appreciation of $4.9 billion. Revenues increased at a higher rate than assets under management due to the 
increase in the average fee rate earned and the mix of assets. Cash management assets represented 2.7% of total 
assets under management at December 31, 2013 compared to 4.5% at December 31, 2012. 


Distribution and Service Fees 


Year ended December 31, 2014 compared to year ended December 31, 2013. Distribution and service fees, 
which are asset-based fees earned from open-end mutual funds and variable insurance funds for distribution 
services, increased by $13.0 million or 16.4% for the year ended December 31, 2014 as compared to the prior 
year due to higher average long-term open-end assets under management. The increase in fees also resulted in a 
corresponding increase in distribution and administrative expenses, primarily driven by increased payments to 
third-party distribution partners for providing services to investors in our sponsored funds, including marketing 
support services. 


Year ended December 31, 2013 compared to year ended December 31, 2012. Distribution and service fees 
increased by $22.1 million or 38.9% for the year ended December 31, 2013 as compared to the prior year due to 
higher assets under management. The increase in fees also resulted in a corresponding increase in distribution 
and administrative expenses, primarily driven by increased payments to our third-party distribution partners for 
providing services to investors in our sponsored funds. 
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Administration and Transfer Agent Fees 


Year ended December 31, 2014 compared to year ended December 31, 2013. Administration and transfer 
agent fees represent fees earned for fund administration and shareholder services from our open-end mutual 
funds, variable insurance funds and certain of our closed-end funds. Fund administration and transfer agent fees 
increased $7.8 million or 16.3% for the year ended December 31, 2014 as compared to the prior year due to 
higher average long-term open-end mutual fund assets under management. 


Year ended December 31, 2013 compared to year ended December 31, 2012. Administration and transfer 
agent fees increased $14.4 million for the year ended December 31, 2013 as compared to the prior year due to 
higher long-term open-end mutual fund average assets under management. 


Other Income and Fees 


Year ended December 31, 2014 compared to year ended December 31, 2013. Other income and fees 
primarily represent contingent sales charges earned from redemptions of certain shares sold without a front-end 
sales charge and fees earned for the distribution of unaffiliated products. Other income and fees increased $0.5 
million or 30.6%, primarily due to an increase in contingent sales charges earned from redemptions. 


Year ended December 31, 2013 compared to year ended December 31, 2012. Other income and fees 
decreased $0.1 million primarily due to a decrease in fees earned for the distribution of unaffiliated products. 


Operating Expenses 


Operating expenses by category were as follows: 


Years Ended December 31, Change 
2014 vs. 2013 vs. 
2014 2013 2012 2013 % 2012 % 
($ in thousands) 
Operating expenses 
Employment expenses .......... $139,809 $131,768 $105,571 $ 8,041 6.1% $26,197 24.8% 
Distribution and administrative 
EXPENSES: <5. iibudstaehedwed 123,665 97,786 72,210 25,879 26.5% 25,576 35.4% 
Other operating expenses........ 49,569 39,119 34,332 10,450 26.7% 4,787 13.9% 
Restructuring and severance ..... 294 203 1,597 91 44.8% (1,394) (87.3)% 
Depreciation and other 
amortization expense ......... 2,763 2,422 1,810 341 14.1% 612 33.8% 
Amortization expense .......... 3,778 4,413 4,121 (635) (14.4)% 292 71% 
Total operating expenses ........... $319,878 $275,711 $219,641 $44,167 16.0% $56,070 25.5% 


Employment Expenses 


Year ended December 31, 2014 compared to year ended December 31, 2013. Employment expenses 
primarily consist of fixed and variable compensation and related employee benefit costs. Employment expenses 
of $139.8 million increased $8.0 million or 6.1% as compared to the year ended December 31, 2013. The 
increase was primarily due to personnel additions related to the growth of the business, increases in profit-based 
variable incentive compensation, payroll taxes and other benefits, resulting from higher profits. 


Year ended December 31, 2013 compared to year ended December 31, 2012. Employment expenses of 
$131.8 million increased $26.2 million or 24.8% as compared to the year ended December 31, 2012. The 
increase was primarily due to increases in sales and profit-based variable compensation, payroll taxes and other 
benefits resulting from higher sales and profits and staff additions related to the growth of the business and the 
full year impact from the addition of a new affiliate. 
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Distribution and Administrative Expenses 


Year ended December 31, 2014 compared to year ended December 31, 2013. Distribution and 
administrative expenses primarily consist of payments to third-party distribution partners for providing services 
to investors in our sponsored funds. These payments are primarily based on percentages of assets under 
management. These expenses also include the amortization of deferred sales commissions related to up-front 
commissions on shares sold without a front-end sales charge to shareholders. The deferred sales commissions are 
amortized on a straight line basis over the periods in which commissions are generally recovered from 
distribution fee revenues and contingent sales charges received from shareholders of the funds upon redemption 
of their shares. Distribution and administrative expenses increased $25.9 million or 26.5% in the year ended 
December 31, 2014 as compared to the prior year. The increase was primarily attributable to closed-end fund 
structuring costs of $9.6 million incurred in connection with the launch of the new DSE closed-end fund during 
the second quarter of 2014 as well as higher average long-term open-end assets under management. 


Year ended December 31, 2013 compared to year ended December 31, 2012. Distribution and 
administrative expenses increased $25.6 million or 35.4% in the year ended December 31, 2013 as compared to 
the prior year. The increase was primarily due to increases in higher average long-term open-end assets under 
management. There were $3.9 million of closed-end fund launch costs in the first quarter of 2012 for which there 
were no comparable costs incurred during the corresponding period in 2013. 


Other Operating Expenses 


Year ended December 31, 2014 compared to year ended December 31, 2013. Other operating expenses 
primarily consist of investment research and technology costs, professional fees, travel and distribution related 
costs, rent and occupancy expenses, operating expenses of our consolidated sponsored investment products and 
other miscellaneous costs. Other operating expenses increased $10.5 million or 26.7% to $49.6 million for the 
year ended December 31, 2014 as compared to $39.1 million in the prior year. The increase over the prior year 
reflects additional costs primarily attributable to increased sales and marketing activities, professional fees and 
costs related to the ongoing transition of middle-and-back office systems to a third party service provider. Other 
operating expenses of consolidated sponsored investment products increased by $2.2 million over the prior year, 
reflecting the consolidation of an additional four funds during the year. 


Year ended December 31, 2013 compared to year ended December 31, 2012. Other operating expenses 
increased $4.8 million or 13.9% to $39.1 million for the year ended December 31, 2013 as compared to $34.3 
million in the prior year primarily due to increases in investment research costs, depreciation expense, rent and 
occupancy costs as a result of the acquisition of Rampart Investment Management (“Rampart’’) during the fourth 
quarter of 2012 and travel and entertainment costs associated with the expansion of the retail distribution team, 
partially offset by reductions in professional fees. 


Restructuring and Severance 


We incurred $0.3 million, $0.2 million, and $1.6 million of restructuring and severance costs in 2014, 2013, 
and 2012, respectively, resulting from staff reductions. 


Depreciation and Other Amortization Expense 


Year ended December 31, 2014 compared to year ended December 31, 2013. Depreciation and other 
amortization expense primarily consists of the straight-line depreciation of furniture, equipment and leasehold 
improvements over their estimated useful lives. Depreciation and other amortization expense increased $0.3 
million or 14.1% to $2.8 million for the year ended December 31, 2014 as compared to $2.4 million in the prior 
year primarily as a result of the increase in our furniture, equipment and leasehold improvements as a result of 
the growth in the business. 
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Year ended December 31, 2013 compared to year ended December 31, 2012. Depreciation and other 
amortization expense increased $0.6 million or 33.8% to $2.4 million for the year ended December 31, 2013 as 
compared to $1.8 million in the prior year primarily as a result of the increase in our furniture, equipment and 
leasehold improvements as a result of the growth in the business. 


Amortization Expense 


Year ended December 31, 2014 compared to year ended December 31, 2013. Amortization expense 
primarily consists of the straight-line amortization of acquired investment advisory contracts, recorded as 
definite-lived intangible assets, over their estimated useful lives. Amortization expense was $3.8 million during 
2014, representing a decrease of $0.6 million or 14.4%, compared to 2013. The decrease was primarily due to 
certain definite-lived intangible assets becoming fully amortized during 2014. 


Year ended December 31, 2013 compared to year ended December 31, 2012. Amortization expense of $4.4 
million for the year ended December 31, 2013 increased from the prior year by $0.3 million or 7.1% due to the 
addition of intangible assets as a result of the acquisition of Rampart in 2012. 


Other Income (Expense), net 


Year ended December 31, 2014 compared to year ended December 31, 2013. Other income (expense), net 
primarily consists of realized and unrealized gains and losses recorded on investments, investments of 
consolidated sponsored investment products as well as earnings from equity method investments. Other income 
(expense), net, decreased from the prior year by $8.8 million or 147.9%. Excluding investments of consolidated 
sponsored investment products, Other income (expense), net decreased $0.6 million primarily due to a decrease 
in realized and unrealized gains on investments partially offset by an increase in earnings on equity method 
investments. Investments of consolidated sponsored investment products recognized $4.6 million of unrealized 
losses during 2014 versus $3.5 million of unrealized gains during the prior year. 


Year ended December 31, 2013 compared to year ended December 31, 2012. Other income (expense), net 
increased from the prior year by $2.0 million or 51.3% due to increases in the market value of trading securities 
and realized and unrealized gains related to investments of consolidated sponsored investment products. 


Interest Income (Expense), net 


Year ended December 31, 2014 compared to year ended December 31, 2013. Interest income, net consists 
of interest and dividend income earned on cash equivalents, investments and the investments of our consolidated 
sponsored investment products. Interest income, net increased $6.0 million or 242.3% in 2014 compared to the 
prior year. The increase in interest income, net was primarily due to higher interest and dividend income earned 
on our investments and the investments of our consolidated sponsored investment products. Investments of 
consolidated sponsored investment products have grown $97.6 million, or 70.2% during 2014 from $139.1 
million at December 31, 2013 to $236.7 million at December 31, 2014. 


Year ended December 31, 2013 compared to year ended December 31, 2012. Interest income (expense), net 
increased $2.0 million for the year ended December 31, 2013 compared to the prior year. The increase in interest 
income (expense), net was due to higher interest and dividend income earned on investments of our consolidated 
sponsored investment products and $0.1 million in lower interest expense for the year since we repaid our debt 
outstanding during the third quarter of 2013. During September 2013, we repaid the entire outstanding balance 
under our amended senior secured revolving credit facility (“Credit Facility”). The effective interest rate on our 
outstanding long-term debt, inclusive of the amortization of deferred financing costs, was 4.77% through the 
period we had outstanding debt in 2013 as compared to 5.05% as of December 31, 2012. The decrease in our 
effective interest rate was due to the decrease in our interest rate based on the terms of our Credit Facility. 
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Income Tax Expense 


Year ended December 31, 2014 compared to year ended December 31, 2013. The provision for income 
taxes reflected U.S. federal, state and local taxes at an estimated effective tax rate of 28.9% and 36.7% for 2014 
and 2013, respectively. Our effective tax rate for 2014 was impacted by a net tax benefit of approximately $15.5 
million due to the resolution of uncertain tax positions partially offset by a $2.2 million valuation allowance 
primarily related to unrealized mark-to-market loss positions on our seed capital portfolio. 


Year ended December 31, 2013 compared to year ended December 31, 2012. The provision for income 
taxes reflected federal, state and local taxes at an estimated annual effective tax rate of 36.7% and 41.7%, for the 
years ended December 31, 2013 and 2012, respectively. The primary difference in the annual effective tax rate 
for 2013 compared to 2012 was attributable to a reduction of the recorded value of our state net deferred tax asset 
of $3.4 million in 2012 due to an expected decrease in our state tax rate. 


Effects of Inflation 


Inflation can impact our organization primarily in two ways. First, inflationary pressures can result in 
increases to our cost structure, especially to the extent that large expense components such as compensation are 
impacted. To the degree that these expense increases are not recoverable or cannot be counterbalanced through 
pricing increases due to the competitive environment, our profitability could be negatively impacted. Secondly, 
the value of the assets that we manage may be negatively impacted when inflationary expectations result in a 
rising interest rate environment. Declines in the values of these assets under management could lead to reduced 
revenues as management fees are generally earned as a percent of assets under management. 


Liquidity and Capital Resources 
Certain Financial Data 


The following tables summarize certain key financial data relating to our liquidity and capital resources: 


As of December 31, Change 
2014 vs. 2013 vs. 

($ in thousands) 2014 2013 2012 2013 % 2012 % 
Balance Sheet Data (1) 
Cash and cash equivalents ......... $202,847 $271,014 $ 63,432 $(68,167) (25.2)% $207,582 327.3% 
Investments ......... 0.0.0.0 eee 63,448 37,258 18,433 26,190 70.3% 18,825 102.1% 
Deferred taxes, net ............... 60,162 64,500 96,923 (4,338) (6.7)% (32,423) (33.5)% 
Dividends payable ............... 4,270 —_ — 4,270 100.0% —_— — % 
DEDt: 2s tas ceded dia edo each B83 — — 15,000 — — % (15,000) (100.0)% 
Total equity ................000. 563,352 492,868 244,471 70,484 14.3% 248,397 101.6% 
Net assets of consolidated sponsored 

investment products (1) ......... 216,672 98,433 40,397 = 118,239 120.1% 58,036 143.7% 

Years Ended December 31, 
2014 2013 2012 

Cash Flow Data (1) 
Provided by (used in) 
Operating activities: oo eicee cog doe eknb reece ae ea manacd cg ble GR ede a eae eo $(58,871) $ 28,837 $ 39,818 
InVESting ACUVILIES: 2 + ccu.e5 do 8s ahaa ae awd bee ew eee bw eo bees (8,181) (6,231) (5,167) 
PIM ANCING ACUVILLES: ses 2c. asarcses. Gone nso ap cge ee angapiin aster gy Shee acg var cdcenp tack sopiaoase dep latantok (1,189) 185,493 (16,472) 


(1) Net assets of consolidated sponsored investment products were comprised of $252.3, $149.2 and $43.9 
million of total assets, $12.6, $8.6 and $0.3 million of total liabilities and $23.1, $42.2 and $3.2 million of 
redeemable noncontrolling interests at December 31, 2014, 2013 and 2012, respectively. 
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Overview 


We maintained significant liquidity and capital resources during the year ended December 31, 2014. At 
December 31, 2014, we had $202.8 million of cash and cash equivalents and $50.3 million of investments in 
marketable securities compared to $271.0 million of cash and cash equivalents and $29.0 million of investments 
in marketable securities at December 31, 2013. We have additional liquidity available through a Credit Facility 
that allows us to borrow up to $75.0 million that expires in September 2017. Under the terms of the underlying 
credit agreement, we can increase this facility to $125.0 million upon satisfaction of certain approval 
requirements. At December 31, 2014, we had no outstanding borrowings under the Credit Facility. 


Short-Term Capital Requirements 


Our short-term capital requirements, which we consider to be those capital requirements due within one 
year, include payment of annual incentive compensation, income tax payments and other operating expenses, 
primarily consisting of investment research and technology costs, professional fees, distribution and occupancy 
costs. Incentive compensation, which is one of the largest annual operating cash expenditures, is paid in the first 
quarter of the year. In the first quarter of 2014 and 2013, we paid approximately $45.0 million and $33.0 million, 
respectively, in incentive compensation earned during the years ended December 31, 2013 and 2012, 
respectively. Short-term capital requirements may also be affected by employee tax withholding payments 
related to the net share settlement of equity awards. The Company paid $9.5 million and $7.5 million in 
minimum employee tax withholding obligations related to net share settlements in 2014 and 2013, respectively. 
These net share settlements had the effect of share repurchases by the Company as they reduced the number of 
shares that otherwise would have been issued as a result of the vesting or exercise. The amount of employee tax 
withholdings we pay in future periods will vary based on our stock price, the number of equity awards net settled 
during the period and whether we and our employees elect to satisfy withholding taxes through net share 
settlement. Approximately 65,700 restricted stock units (“RSUs’”) are expected to vest in March 2015 that may 
require a cash outlay related to minimum employee tax withholdings. 


Other Uses of Capital 


We expect that our main uses of cash will be to (i) invest in our organic growth, including our distribution 
efforts and closed-end fund launches; (ii) seed new investment strategies and mutual funds to introduce new 
products or to enhance distribution access; (iii) return of capital to stockholders through acquisition of shares of 
our common stock, payment of cash dividends on our common stock or other means; (iv) fund ongoing and 
potential investments in our infrastructure to achieve greater economies of scale and a more efficient overall cost 
structure; and (v) invest in inorganic growth opportunities as they arise. 


In August and November 2014, we paid cash dividends on our common stock in the amount of $0.45 per 
share, respectively, totaling $8.2 million. On December 10, 2014, our Board of Directors approved a third cash 
dividend on our common stock in the amount of $0.45 per share to holders of record at the close of business on 
January 30, 2015 which was paid on February 13, 2015. The amount paid for this dividend was $4.0 million. On 
February 18, 2015, our Board of Directors declared a quarterly cash dividend of $0.45 per common share to be 
paid on May 13, 2015 to shareholders of record at the close of business on April 30, 2015. In addition, during 
2014 we paid approximately $40.3 million to repurchase a total of 225,441 common shares under the board 
authorized share repurchase program. During 2013, we paid approximately $19.7 million to repurchase 105,000 
common shares under the same program. 


Capital and Reserve Requirements 


VPD, a wholly-owned subsidiary of the Company, is a broker-dealer registered with the SEC and is 
therefore subject to certain rules regarding minimum net capital, as defined by those rules. VPD is required to 
maintain a ratio of “aggregate indebtedness” to “net capital,” as defined, which may not exceed 15 to | and must 
also maintain a minimum amount of net capital. Failure to meet these requirements could result in adverse 
consequences to us including additional reporting requirements, a lower required ratio of aggregate indebtedness 
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to net capital or interruption of our business. At December 31, 2014 and 2013, the ratio of aggregate indebtedness 
to net capital of our broker-dealer was below the maximum allowed, and its net capital was significantly greater 
than the required minimum. 


Balance Sheet 


Cash and cash equivalents consist of cash in banks and money market fund investments. Cash and cash 
equivalents typically increase in the second, third and fourth quarters of the year as we record, but do not pay, 
variable incentive compensation. Investments consist primarily of investments in our affiliated mutual funds. 
Consolidated sponsored investment products primarily represent investment products we sponsor and where we 
own a majority of the voting interest in the entity. As of December 31, 2014, we consolidated a total of 12 
sponsored investment products. At both December 31, 2014 and 2013, we had no debt outstanding. 


Operating Cash Flow 


Net cash used in operating activities of $58.9 million for 2014 decreased by $87.7 million from net cash 
provided by operating activities of $28.8 million in the prior year due primarily to increases in net purchases of 
investments by consolidated sponsored investment products of $95.2 million. Excluding the net purchases of 
investments by consolidated sponsored investment products, net cash provided by operating activities increased 
$7.5 million. This increase is primarily attributable to increases in cash pledged or on deposit of consolidated 
sponsored investment products, increases in the recognition of excess tax benefits from stock-based 
compensation and decreased deferred income taxes and accrued compensation, accounts payable and accrued 
liabilities, partially offset by cash generated from increased operating profitability and increases in sales of 
trading securities, net. 


Net cash provided by operating activities of $28.8 million for the year ended December 31, 2013 declined 
by $11.0 million from net cash provided by operating activities of $39.8 million in the prior year due primarily to 
increases in purchases of investments by consolidated sponsored investment products, payments of deferred 
commissions, accounts receivable and realized and unrealized gains on investments of consolidated sponsored 
investment products offset by an increase in our net income, amortization of deferred commissions and accrued 
compensation, accounts payable and accrued liabilities. Cash flows from operating activities for the year ended 
December 31, 2013 included the expected utilization of deferred tax assets to reduce current taxes payable in the 
amount of $32.6 million. 


Investing Cash Flow 


Net cash used in investing activities consists primarily of capital expenditures and other investing activities 
related to our business operations. Net cash used in investing activities of $8.2 million for 2014 increased by $2.0 
million from net cash used in investing activities of $6.2 million in the prior year due to an increase in the 
amount paid for asset acquisitions of equity method and other investments in the current year as compared to the 
prior year. 


Net cash used in investing activities of $6.2 million for the year ended December 31, 2013 increased by $1.1 
million from net cash used in investing activities of $5.2 million in the prior year due primarily to the acquisition 
of our equity method investment in Kleinwort Benson Investors International, Ltd. as well as the change in cash 
and cash equivalents as a result of the deconsolidation of certain consolidated sponsored investment products 
offset by a decrease in capital expenditures of approximately $1.8 million. 


Financing Cash Flow 


Cash flows used in financing activities consist primarily of repurchases of our common stock, payments to 
settle minimum tax withholding obligations for the net share settlement of employee share transactions, 
payments of cash dividends on our common stock and contributions to noncontrolling interests related to our 
consolidated sponsored investment products. Net cash used in financing activities decreased $186.7 million to 
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$1.2 million in 2014 compared to net cash provided by financing activities of $185.5 million in the prior year. 
The primary reason for the decrease was due to proceeds of $191.8 million from the issuance of 1.3 million 
shares of our common stock in the prior year with no such issuance in the current year. Also contributing to the 
change in 2014 was increased repurchases of our common stock of $20.6 million and dividends paid of $8.2 
million, partially offset by the repayment of the entire $15.0 million of debt outstanding in the prior year that did 
not recur in 2014. During the 2014, we received $24.8 million in excess tax benefits from stock-based 
compensation compared to $0.5 million received in the prior year. 


For the year ended December 31, 2013, net cash provided by financing activities of $185.5 million consisted 
primarily of net proceeds of $191.8 million from the issuance of 1.3 million shares of common stock in a public 
offering, $35.5 million in third-party contributions to the noncontrolling interests in our consolidated sponsored 
investment products and $0.6 million in proceeds from stock option exercises offset by the repayment of the total 
amount outstanding of $15.0 million on our Credit Facility, repurchases of our common stock of $19.7 million, 
payments to settle minimum tax withholding obligations for the net share settlement of RSUs of $7.5 million and 
contingent payments made related to acquired investment management contracts of $0.6 million. 


Debt 


Our Credit Facility, as amended and restated, has a five-year term expiring in September 2017 and provides 
borrowing capacity of up to $75.0 million with a $7.5 million sub-limit for the issuance of standby letters of 
credit. In addition, the Credit Facility provides for a $50.0 million increase in borrowing capacity conditioned on 
approval by the lending group. The Credit Facility is secured by substantially all of our assets. At December 31, 
2014 and 2013, no amount was outstanding under the Credit Facility. As of December 31, 2014 and 2013, we 
had the capacity to draw on the entire $75.0 million available under the Credit Facility. 


Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at our option, either 
LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate (as defined in the Credit Facility 
agreement), plus, in each case, an applicable margin, that ranges from 0.75% to 2.50%. Under the terms of the 
Credit Facility, we are also required to pay certain fees, including an annual commitment fee that ranges from 
0.35% to 0.50% on undrawn amounts and a letter of credit participation fee at an annual rate equal to the 
applicable margin as well as any applicable fronting fees, each of which is payable quarterly in arrears. 


The Credit Facility contains customary covenants, including covenants that restrict (subject in certain 
instances to minimum thresholds or exceptions) our and certain of our subsidiaries’ ability to incur additional 
indebtedness, create liens, merge or make acquisitions, dispose of assets, enter into leases, sale/leasebacks or 
acquisitions of capital stock, and make loans, guarantees and investments, among other things. In addition, the 
Credit Facility contains certain financial covenants, the most restrictive of which include: (i) a minimum interest 
coverage ratio (generally, adjusted EBITDA to interest expense as defined in and for the period specified in the 
Credit Facility agreement) of at least 4.00:1, and (ii) a leverage ratio (generally, total debt as of any date to 
adjusted EBITDA as defined in and for the period specified in the Credit Facility agreement) of no greater than 
2.75:1. For purposes of the Credit Facility, adjusted EBITDA generally means, for any period, our net income 
before interest expense, income taxes, depreciation and amortization expense, and excluding non-cash stock- 
based compensation, unrealized mark-to-market gains and losses, certain severance, and certain non-cash non- 
recurring gains and losses as described in and specified under the Credit Facility. At December 31, 2014, we 
were in compliance with all financial covenants under the Credit Facility. 


The Credit Facility agreement also contains customary provisions regarding events of default which could 
result in an acceleration of amounts due under the facility. Such events of default include our failure to pay 
principal or interest when due, our failure to satisfy or comply with covenants, a change of control, the 
imposition of certain judgments, the invalidation of liens we have granted and a cross-default to other debt 
obligations. 
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Contractual Obligations 


The following table summarizes our contractual obligations as of December 31, 2014: 


Payments Due 


Less Than More Than 
($ in millions) Total 1 Year 1-3 Years 3-5 Years 5 Years 
Leaseoblis ations) 1.4000 sco drag eaod eae ea ge ale, oe $20.5 $3.7 $10.7 $3.8 $ 2.3 
Credit Facility, including commitment fee (1) ............ 0.7 0.3 0.4 — —_ 
Minimum payments on service contracts (2) ............. 13.0 4.9 7.5 0.6 — 
QUAN cesar nk 5 sees stash, Bacau dedaaSo tals @ hate y aanana od GS $34.2 $8.9 $18.6 $ 4.4 $ 2.3 


(1) At December 31, 2014, we had no amount outstanding under our Credit Facility, which has a variable 
interest rate. Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at our 
option, either LIBOR for interest periods of one, two, three or six months or an alternate base rate, plus, in 
each case, an applicable margin, that ranges from 0.75% to 2.50%. We are also required to pay an annual 
commitment fee that ranges from 0.35% to 0.50% on undrawn amounts. Payments due are estimated based 
on the commitment fee rate of 0.35% in effect on December 31, 2014. 

(2) Service contracts include contractual amounts that will be due to purchase goods and services to be used in 
our operations and may be canceled at earlier times than those indicated under certain conditions that may 
include termination fees. 


Impact of New Accounting Standards 


For a discussion of accounting standards, see Note 2 to our consolidated financial statements. 


Off-Balance Sheet Arrangements 


We do not invest in any off-balance sheet vehicles that provide liquidity, capital resources, market or credit 
risk support, or engage in any leasing activities that expose us to any liability that is not reflected in our 
consolidated financial statements. 


Critical Accounting Policies and Estimates 


The Company’s consolidated financial statements and the accompanying notes are prepared in accordance 
with Generally Accepted Accounting Principles, which requires the use of estimates. Actual results will vary 
from these estimates. Management believes the following critical accounting policies are important to 
understanding our results of operations and financial position. 


Consolidation 


The consolidated financial statements include the accounts of the Company, its subsidiaries and sponsored 
investment products in which it has a controlling financial interest. The Company is generally considered to have 
a controlling financial interest when it owns a majority of the voting interest in an entity or otherwise has the 
power to govern the financial and operating policies of the subsidiary. See Note 19 to our consolidated financial 
statements for additional information related to the consolidation of sponsored investment products. 


The Company also evaluates any variable interest entities (“VIEs”) in which the Company has a variable 
interest for consolidation. A VIE is an entity in which either (a) the equity investment at risk is not sufficient to 
permit the entity to finance its own activities without additional financial support or (b) where as a group, the 
holders of the equity investment at risk do not possess: (i) the power to direct the activities that most significantly 
impact the entity’s performance; (11) the obligation to absorb expected losses or the right to receive expected 
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residual returns of the entity; or (iii) proportionate voting and economic interests and where substantially all of 
the entity’s activities either involve or are conducted on behalf of the equity holders. If any entity has any of 
these characteristics, it is considered a VIE and required to be consolidated by its primary beneficiary. The 
primary beneficiary is the entity that has both the power to direct the activities that most significantly impact the 
VIE’s economic performance and has the obligation to absorb losses of, or the right to receive benefits from, the 
VIE that could potentially be significant to the VIE. 


Fair Value Measurements and Fair Value of Financial Instruments 


The Financial Accounting Standards Board (“FASB”) defines fair value as the price that would be received 
to sell an asset, or paid to transfer a liability, in an orderly transaction between market participants at the 
measurement date. Accounting Standards Codification (“ASC”) 820, Fair Value Measurements and Disclosures, 
establishes a framework for measuring fair value and a valuation hierarchy based upon the transparency of inputs 
used in the valuation of an asset or liability. Classification within the hierarchy is based upon the lowest level of 
input that is significant to the fair value measurement. The valuation hierarchy contains three levels as follows: 


Level 1 — Quoted prices for identical instruments in active markets. Level | assets and liabilities may 
include debt securities and equity securities that are traded in an active exchange market. 


Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. Level 2 inputs may include observable market 
data such as closing market prices provided by independent pricing services after considering factors such 
as the yields or prices of comparable investments of comparable quality, coupon, maturity, call rights and 
other potential prepayments, terms and type, reported transactions, indications as to values from dealers and 
general market conditions. In addition, pricing services may determine the fair value of equity securities 
traded principally in foreign markets when it has been determined that there has been a significant trend in 
the U.S. equity markets or in index futures trading. Level 2 assets and liabilities may include debt and equity 
securities, purchased loans and over-the-counter derivative contracts whose fair value is determined using a 
pricing model without significant unobservable market data inputs. 


Level 3 — Valuations derived from valuation techniques in which one or more significant inputs or 
significant value drivers are unobservable in active exchange markets. 


The following is a discussion of the valuation methodologies used for the Company’s assets measured at fair 
value. 


Sponsored funds represent investments in open-end mutual funds, variable insurance funds and closed-end 
funds for which we act as the investment manager. The fair value of open-end mutual funds and variable 
insurance funds is determined based on their published net asset values and are categorized as Level 1. The fair 
value of closed-end funds is determined based on the official closing price of the exchange they are traded on and 
are categorized as Level 1. 


Equity securities include securities traded on active markets and are valued at the official closing price 
(typically last sale or bid) on the exchange on which the securities are primarily traded and are categorized as 
Level 1. 


Nonqualified retirement plan assets represent mutual funds within a nonqualified retirement plan whose fair 
value is determined based on their published net asset value and are categorized as Level 1. 


Investments of consolidated sponsored investment products represent the underlying debt and equity 
securities held in sponsored products which we consolidate. Equity securities are valued at the official closing 
price on the exchange on which the securities are traded and are categorized within Level 1. Level 2 investments 
include certain equity securities for which closing prices are not readily available or are deemed to not reflect 


39 


readily available market prices and are valued using an independent pricing service as well as most debt 
securities, which are valued based on quotations received from independent pricing services or from dealers who 
make markets in such securities. Pricing services do not provide pricing for all securities, and therefore indicative 
bids from dealers are utilized, which are based on pricing models used by market makers in the security and are 
also included within Level 2. Level 3 investments include debt securities that are not widely traded, are illiquid 
and are priced by dealers based on pricing models used by market makers in the security. 


Cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities equal or 
approximate fair value based on the short-term nature of these instruments. Marketable securities are reflected in 
the condensed consolidated financial statements at fair value based upon publicly quoted market prices. 


Goodwill and Other Intangible Assets 


As of December 31, 2014, the carrying values of goodwill, indefinite-lived and definite-lived intangible 
assets was $5.3 million, $32.4 million and $9.4 million, respectively. Goodwill represents the excess of the 
purchase price of acquisitions over the fair value of identified net assets and liabilities acquired. Indefinite-lived 
intangible assets are comprised of acquired, closed-end fund investment advisory contracts. 


For goodwill and indefinite-lived intangible assets, impairment tests are performed annually, or more 
frequently, should circumstances change, which could reduce the fair value below its carrying value. We have 
determined that the Company has only one reporting unit for purposes of assessing the carrying value of 
goodwill. For definite-lived intangible assets, impairment testing is performed whenever events or changes in 
circumstances indicate that the carrying amount may not be recoverable. If the Company determines the carrying 
value of the definite-lived intangible assets is less than the sum of the undiscounted cash flows expected to result 
from the asset we will quantify the impairment using a discounted cash flow model. The key assumptions in the 
discounted cash flow model include: the estimated remaining useful life of the intangible asset; the discount rate; 
investment management fee rates on assets under management; and the market expense ratio factor. 


Definite-lived intangible assets are comprised of acquired investment advisory contracts. The Company 
monitors the useful lives of definite-lived intangible assets and revises the useful lives, if necessary, based on the 
circumstances. Significant judgment is required in estimating the period that these assets will contribute to our 
cash flows and the pattern over which these assets will be consumed. A change in the remaining useful life of any 
of these assets could have a significant impact on our amortization expense. All amortization expense is 
calculated on a straight-line basis. 


We apply the rules issued in Accounting Standards Update (“ASU”) No. 2011-08, Testing Goodwill for 
Impairment (the revised standard), which amends the rules for testing goodwill for impairment by allowing an 
entity the option to first assess qualitative factors to determine whether the existence of events or circumstances 
leads to a determination that it is more likely than not that the fair value of a reporting unit is less than its 
carrying amount. If, after assessing the totality of events or circumstances, an entity determines it is more likely 
than not that the fair value of a reporting unit is greater than its carrying amount, then performing the two-step 
impairment test is unnecessary. 


We apply the rules issued in ASU No. 2012-02, Testing Indefinite-Lived Intangible Assets for Impairment, 
which provides entities with an option to perform a qualitative assessment of indefinite-lived intangible assets 
other than goodwill for impairment to determine if additional impairment testing is necessary. 


In assessing the qualitative factors to determine whether it is more likely than not that the fair value of a 
reporting unit for goodwill and each unit of accounting for indefinite-lived intangible assets is less than its 
carrying amount, we assess relevant events and circumstances that may impact the fair value and the carrying 
amount for each. The identification of relevant events and circumstances and how these may impact the fair 
value or carrying amount involve significant judgments and assumptions. The judgment and assumptions include 
the identification of macroeconomic conditions, industry and market considerations, cost factors, historical trends 
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in operating margins, trending of each unit’s assets under management levels, overall financial performance, 
specific events such as secondary offerings and share price trends and making the assessment on whether each 
relevant factor will impact the impairment test positively or negatively and the magnitude of any such impact. 


Based upon our fiscal 2014 qualitative impairment analysis for goodwill and indefinite-lived intangible 
assets, prepared in accordance with ASU No. 2011-08 and ASU No. 2012-02, we concluded that there was no 
requirement to do a quantitative annual goodwill and indefinite-lived intangible asset impairment test. The key 
qualitative factors that led to our conclusion were: (i) that our last quantitative goodwill impairment analysis 
indicated that the fair value of our reporting unit significantly exceeded the carrying amount; (ii) that our last 
quantitative indefinite-lived intangible asset impairment analysis indicated that the fair value of our units of 
accounting significantly exceeded the carrying amount; (iii) the significant increase in our share price and market 
capitalization since our last quantitative annual goodwill impairment analysis; (iv) the significant increase in our 
assets under management since our last quantitative indefinite-lived intangible asset impairment analysis; (v) that 
we continue to show positive financial performance overall; and (vi) positive operating margins and positive 
performance of the underlying funds that represent the indefinite-lived intangible assets recorded. During the 
year ended December 31, 2014, no events or circumstances occurred that indicated the carrying value of definite- 
lived intangible assets might be impaired and therefore no quantitative impairment tests were performed during 
this period. 


No impairments have been identified or recorded by the Company for the year ended December 31, 2014. 


Significant deterioration in markets or declines in revenues or in the value of the Company could result in 
future impairment charges. 


Revenue Recognition 


Investment management fees, distribution and service fees and administration and transfer agent fees are 
recorded as revenues during the period in which services are performed. Investment management fees are earned 
based upon a percentage of assets under management and are paid pursuant to the terms of the respective 
investment management contracts, which generally require monthly or quarterly payment. The Company 
accounts for investment management fees in accordance with ASC 605, Revenue Recognition, and has recorded 
its management fees net of fees paid to unaffiliated advisers. We consider the nature of our contractual 
arrangements in determining whether to recognize revenue based on the gross amount billed or net amount 
retained. We have evaluated the factors in ASC 605-45 in determining whether to record revenue on a gross or 
net basis with significant weight placed on: (i) if we are the primary obligor in the arrangement; and (ii) if we 
have latitude in establishing price. Amounts paid to unaffiliated subadvisers for the years ended December 31, 
2014, 2013 and 2012 were $124.4 million, $96.1 million and $53.7 million, respectively. 


Investment management fees are calculated based on our assets under management. We rely on data 
provided to us by mutual funds and custodians in the pricing of assets under management, which are not reflected 
within our consolidated financial statements. The boards of the mutual funds and the custodians of the assets we 
manage have formal pricing policies and procedures over pricing of investments. As of December 31, 2014, our 
total assets under management by fair value hierarchy level as defined by ASC 820, Fair Value Measurements 
and Disclosures, was approximately 58.1% Level 1, 41.8% Level 2 and 0.1% Level 3. 


Distribution and service fees are earned based on a percentage of assets under management and are paid 
monthly pursuant to the terms of the respective distribution and service fee contracts. 


Administration and transfer agent fees consist of fund administration fees, transfer agent fees and fiduciary 
fees. Fund administration fees are earned based on the average daily assets in the funds. Transfer agent fees are 
earned based on the average daily assets in the funds. Fiduciary fees are recorded monthly based on the number 
of 401(k) accounts. The Company utilizes outside service providers to perform some of the functions related to 
fund administration and shareholder services. 
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Other income and fees consist primarily of redemption income on the early redemption of certain share 
classes of mutual funds and brokerage commissions and fees earned for the distribution of nonaffiliated products. 
Commissions earned (and related expenses) are recorded on a trade date basis and are computed based upon 
contractual agreements. 


Accounting for Income Taxes 


We account for income taxes in accordance with ASC 740, Income Taxes, which requires recognition of the 
amount of taxes payable or refundable for the current year, as well as deferred tax liabilities and assets for the 
future tax consequences of events that have been included in our financial statements or tax returns. Deferred tax 
liabilities and assets result from differences between the book value and tax basis of our assets, liabilities and 
carry-forwards, such as net operating losses or tax credits. We recognize the tax benefit from an uncertain tax 
position only if it is more likely than not that the tax position will be sustained, based on the technical merits of 
the position. The tax benefits recognized in the financial statements from such a position are measured based on 
the largest benefit that has a greater than 50% likelihood of being realized upon ultimate settlement. Our policy is 
to record interest and penalties related to income taxes as a component of income tax expense. 


Significant judgment is required in determining the provision for income taxes and, in particular, any 
valuation allowance that is recorded against our deferred tax assets. Our methodology for determining the 
realizability of deferred tax assets includes consideration of taxable income in prior carryback year(s) if 
carryback is permitted under the tax law, as well as consideration of the reversal of deferred tax liabilities that are 
in the same period and jurisdiction and are of the same character as the temporary differences that gave rise to the 
deferred tax assets. Our methodology also includes estimates of future taxable income from our operations, as 
well as the expiration dates and amounts of carryforwards related to net operating losses and capital losses. These 
estimates are projected through the life of the related deferred tax assets based on assumptions that we believe to 
be reasonable and consistent with demonstrated operating results. Changes in future operating results not 
currently forecasted may have a significant impact on the realization of deferred tax assets. Valuation allowances 
are provided when it is determined that it is more likely than not that the benefit of deferred tax assets will not be 
realized. 


Loss Contingencies 


The likelihood that a loss contingency exists is evaluated using the criteria of ASC 450, Loss Contingencies, 
and an accrued liability is recorded if the likelihood of a loss is considered both probable and reasonably 
estimable at the date of the consolidated financial statements. 


We believe that we have considered relevant circumstances that we may be currently subject to, and the 


consolidated financial statements accurately reflect our reasonable estimate of the results of our operations, 
financial condition and cash flows for the years presented. 
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk. 
Market Risk 


Substantially all of our revenues are derived from investment management, distribution and service, and 
administration and transfer agent fees, which are based on the market value of assets under management. 
Accordingly, a decline in the prices of securities would cause our revenues and income to decline due to a 
decrease in the value of the assets under management. In addition, a decline in security prices could cause our 
clients to withdraw their investments in favor of other investments offering higher returns or lower risk, which 
would cause our revenues and income to decline. 


We are also subject to market risk due to a decline in the market value of our investments, consisting 
primarily of marketable securities. At December 31, 2014, the fair value of marketable securities was $266.7 
million. Assuming a 10.0% increase or decrease in the fair value of marketable securities at December 31, 2014, 
our net income attributable to common stockholders would change by $15.8 million, and our total comprehensive 
income would change by $15.9 million, in each case for the year ended December 31, 2014. 


Interest Rate Risk 


Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. At December 31, 2014, we were exposed to interest rate risk as a 
result of holding investments in fixed-income sponsored funds of $101.7 million. Assuming a 1.0% increase or 
decrease in interest rates, the fair value of our fixed income investments would change by $3.7 million for the 
year ended December 31, 2014. 


At December 31, 2014, we had no amounts outstanding under our Credit Facility. Amounts outstanding 
under the Credit Facility bear interest at an annual rate equal to, at our option, either LIBOR for interest periods 
of one, two, three or six months or an alternate base rate (as defined in the Credit Facility agreement), plus, in 
each case, an applicable margin, that ranges from 0.75% to 2.50%. 


Item 8. Financial Statements and Supplementary Data. 


The audited Consolidated Financial Statements, including the Report of Independent Registered Public 
Accounting Firm and the required supplementary quarterly information, required by this item are presented under 
Item 15 beginning on page F-1. 


Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure. 


None. 


Item 9A. Controls and Procedures. 
Disclosure Controls and Procedures 


We maintain disclosure controls and procedures designed to ensure that information required to be disclosed 
in reports filed or submitted under the Securities Exchange Act of 1934, as amended (the “Exchange Act’), is 
recorded, processed, summarized and reported within the time periods specified in the Commission’s rules and 
forms and that such information is accumulated and communicated to management, including our Chief 
Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required 
disclosure. Any controls and procedures, no matter how well designed and operated, can provide only reasonable 
assurance of achieving the desired control objectives. 


Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, 


evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 
15d-15(e) of the Exchange Act) as of the end of the period covered by this Annual Report on Form 10-K. Based 
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on their evaluation, our Chief Executive Officer and Chief Financial Officer concluded that the Company’s 
disclosure controls and procedures were effective at the reasonable assurance level as of December 31, 2014, the 
end of the period covered by this Annual Report on Form 10-K. 


Changes in Internal Control over Financial Reporting 


As previously disclosed in our Quarterly Report on Form 10-Q for the quarterly period ended September 30, 
2014, the Company’s management, including our Chief Executive Officer and Chief Financial Officer, had 
previously identified a material weakness in the Company’s internal control over financial reporting. A material 
weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that 
there is a reasonable possibility that a material misstatement of the Company’s annual or interim financial 
statements will not be prevented or detected on a timely basis. The Company failed to design controls upon the 
adoption of ASC 810-10, as amended by ASU 2009-17, to assess whether it has the potential to receive collateral 
management fees that could be significant and failed to design appropriate controls over the requirement to 
continuously reassess its variable interest entities at appropriate levels of precision. As a result, the Company’s 
analysis of whether it has the potential to receive collateral management fees that could be significant was not at 
the appropriate levels of precision to determine whether to consolidate certain variable interest entities. This 
material weakness, if not remediated, could have resulted in a failure to consolidate certain variable interest 
entities that could result in a material misstatement to the annual or interim consolidated financial statements that 
would not be prevented or detected. 


As remediation measures to address the material weakness described above, the Company designed and 
implemented new and enhanced controls to ensure that the primary beneficiary assessment for variable interest 
entities is assessed at the appropriate level of precision and that in-house accounting personnel have training to 
ensure they have the relevant expertise related to the consolidation of variable interest entities. With the 
implementation of these new and enhanced controls, we have concluded that, as of December 31, 2014, the 
previously identified material weakness in our internal control over financial reporting has been remediated. 


The remediation measures discussed above were changes in our internal control over financial reporting (as 
defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) that occurred during the most recent quarter 
and materially affected, or are reasonably likely to materially affect, our internal control over financial reporting. 
Other than these remediation measures, there have been no changes in the Company’s internal control over 
financial reporting that occurred during our most recent quarter which materially affected, or are reasonably 
likely to materially affect, our internal control over financial reporting. 


Management’s Report on Internal Control over Financial Reporting 


Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, is 
responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Rule 
13a-15(f) or Rule 15d-15(f) of the Exchange Act. Because of its inherent limitations, internal control over 
financial reporting may not prevent or detect misstatements. Projections of any evaluation of effectiveness to 
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policy or procedures may deteriorate. Under the supervision and with the 
participation of our management, including our Chief Executive Officer and Chief Financial Officer, we have 
conducted an evaluation of the effectiveness of our internal control over financial reporting as of December 31, 
2014 based on the framework set forth by the Committee of Sponsoring Organizations of the Treadway 
Commission in Internal Control—Integrated Framework (2013). Based on this evaluation, management, 
including our Chief Executive Officer and Chief Financial Officer, has concluded that our internal control over 
financial reporting was effective as of December 31, 2014. 


The effectiveness of our internal control over financial reporting as of December 31, 2014 has been audited 
by PricewaterhouseCoopers LLP, our independent registered public accounting firm, as stated in their report 
which is included in Item 15 of this Annual Report on Form 10-K. 


44 


Item 9B. Other Information. 


None. 
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PART III 


Item 10. Directors, Executive Officers and Corporate Governance. 


The information concerning the Company’s directors and nominees under the caption “Item 1—Election of 
Directors,” information concerning the Audit Committee and the “audit committee financial expert” under the 
caption “Corporate Governance—Audit Committee,” information concerning the Company’s executive officers 
under the caption “Executive Officers,” and the information under the caption “Section 16(a) Beneficial 
Ownership Reporting Compliance” in the Company’s Proxy Statement for the Company’s 2015 Annual Meeting 
of Shareholders, are incorporated herein by reference. 


The Company has adopted a Code of Conduct that applies to the Company’s Chief Executive Officer, senior 
financial officers and all other Company employees, officers and Board members. The Code of Conduct is 
available on the Company’s website, www.virtus.com, under “Investor Relations,” and is available in print to any 
person who requests it. Any substantive amendment to the Code of Conduct and any waiver in favor of a Board 
member or an executive officer may only be granted by the Board of Directors and will be publicly disclosed on 
the Company’s website, www.virtus.com, under “About Us,” “Investor Relations.” 


The information concerning procedures by which shareholders may recommend director nominees set forth 
under the caption “Corporate Governance—Governance Committee—Director Nomination Process” in the 
Company’s Proxy Statement for the Company’s 2015 Annual Meeting of Shareholders is incorporated herein 
by reference. 


Item 11. Executive Compensation. 


The information relating to executive compensation and the Company’s policies and practices as they relate 
to the Company’s risk management is set forth under the captions “Executive Compensation,” “Director 
Compensation,” “Corporate Governance—Compensation Committee—Risks Related to Compensation Policies 
and Practices” and “Corporate Governance—Compensation Committee Interlocks and Insider Participation” in 
the Company’s Proxy Statement for the Company’s 2015 Annual Meeting of Shareholders and is incorporated 
herein by reference. The information included under the caption “Executive Compensation—Report of the 
Compensation Committee” in the Company’s Proxy Statement for the Company’s 2015 Annual Meeting of 
Shareholders is incorporated herein by reference but shall be deemed “furnished” (and not “filed”’) with this 
report. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters. 


The information set forth under the caption “Security Ownership by Certain Beneficial Owners and 
Management” in the Company’s Proxy Statement for the Company’s 2015 Annual Meeting of Shareholders is 
incorporated herein by reference. 
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The following table sets forth information as of December 31, 2014 with respect to compensation plans 


under which shares of our common stock may be issued: 


EQUITY COMPENSATION PLAN INFORMATION 


Plan Category 
Equity compensation plans approved by security 
NOMMESTS (2) seu akcrw here tome ae ediodek woes 


Equity compensation plans not approved by security 
HOMELS ss 5 ore teeta ae eee de bese eed 


Number of 
securities to be 


issued 


upon exercise of 
outstanding 
options, warrants 
and rights (a) 


342,760 


342,760 


Weighted-average 
exercise price of 
outstanding 
options, warrants 
and rights (b) (1) 


$18.79 


$18.79 


Number of 
securities remaining 
available for future 

issuance 
under equity 
compensation plans 

(excluding 
securities reflected 


in column (a)(c) 


427,781 


427,781 


(1) The weighted-average exercise price set forth in this column is calculated excluding outstanding restricted 
stock unit awards (“RSUs”) since recipients of such awards are not required to pay an exercise price to 
receive the shares subject to these awards. The weighted-average exercise price of outstanding options, 


warrants and rights, including RSUs, was $8.93. 


(2) Represents 162,824 shares of common stock issuable upon the exercise of stock options and 179,936 shares 
of our common stock issuable upon the vesting of RSUs outstanding under the Company’s Omnibus 
Incentive and Equity Plan (the “Omnibus Plan’). Of the 1,800,000 maximum number of shares of our 
common stock authorized for issuance under the Omnibus Plan, 74,935 shares of common stock have been 


issued on a cumulative basis in the form of direct grants to directors. 


Item 13. Certain Relationships and Related Transactions, and Director Independence. 


The information set forth under the captions “Corporate Governance—Transactions with Related Persons” 
and “Corporate Governance—Director Independence” in the Company’s Proxy Statement for the Company’s 


2015 Annual Meeting of Shareholders is incorporated herein by reference. 


Item 14. Principal Accounting Fees and Services. 


The information regarding auditors fees and services and the Company’s pre-approval policies and 
procedures for audit and non-audit services to be provided by the Company’s independent registered public 
accounting firm set forth under the caption “Item 2—Ratification of the Appointment of the Independent 
Registered Public Accounting Firm” in the Company’s Proxy Statement for the 2015 Annual Meeting of 


Shareholders is incorporated herein by reference. 
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PART IV 


Item 15. Exhibits, Financial Statement Schedules. 


(a)(1) Financial Statements: The following Report of Independent Registered Public Accounting Firm and 
Consolidated Financial Statements of Virtus are included in this Annual Report: 


Report of Independent Registered Public Accounting Firm 
Consolidated Balance Sheets as of December 31, 2014 and 2013 
Consolidated Statements of Operations for the Years Ended December 31, 2014, 2013 and 2012 


Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2014, 2013 
and 2012 


Consolidated Statements of Changes in Stockholders’ Equity for the Years Ended December 31, 
2014, 2013 and 2012 


Consolidated Statements of Cash Flows for the Years Ended December 31, 2014, 2013 and 2012 
Notes to Consolidated Financial Statements 


(a)(2) Financial Statement Schedules: 


All financial statement schedules have been omitted because the required information is either 
presented in the consolidated financial statements or the notes thereto or is not applicable or required. 
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(a)(3) Exhibits: 


The following exhibits are filed herewith or incorporated herein by reference: 


Exhibit 
Number 


(2) 
2.1 


(3) 
3.1 


3.2 


33 


3.4 


3.5 


(4) 
4.1 


4.2 


(10) 
10.1 


10.2 


10.3 


10.4 


Exhibit Description 


Plan of Acquisition, Reorganization, Arrangement, Liquidation or Succession 


Separation Agreement, Plan of Reorganization and Distribution by and between The Phoenix 
Companies, Inc. and the Registrant, dated as of December 18, 2008 (incorporated by reference to 
Exhibit 2.1 of the Registrant’s Amendment No. 4 to Form 10, filed December 19, 2008). 


Articles of Incorporation and Bylaws 


Amended and Restated Certificate of Incorporation of the Registrant, dated December 18, 2008 
(incorporated by reference to Exhibit 3.1 of the Registrant’s Amendment No. 4 to Form 10, filed 
December 19, 2008). 


Amended and Restated Bylaws of the Registrant, as adopted on January 28, 2010 (incorporated by 
reference to Exhibit 3.1 of the Registrant’s Current Report on Form 8-K, filed February 2, 2010). 


Certificate of Designations of Series A Non-Voting Convertible Preferred Stock and Series B Voting 
Convertible Preferred Stock of the Registrant, dated October 31, 2008 (incorporated by reference to 
Exhibit 4.2 of the Registrant’s Amendment No. 2 to Form 10, filed November 14, 2008). 


Certificate of Amendment of the Certificate of Designations of Series A Non-Voting Convertible 
Preferred Stock and Series B Voting Convertible Preferred Stock of the Registrant (incorporated by 
reference to Exhibit 3.1 of the Registrant’s Quarterly Report on Form 10-Q, filed August 13, 2009). 


Certificate of Designations of Series C Junior Participating Preferred Stock of the Registrant, dated 
December 29, 2008 (incorporated by reference to Exhibit 3.1 of the Registrant’s Current Report on 
Form 8-K, filed January 2, 2009). 


Instruments Defining the Rights of Security Holders, Including Indentures 


Note in favor of The Bank of New York Mellon as Lender, dated September 1, 2009 (incorporated 
by reference to Exhibit 4.1 of the Registrant’s Current Report on Form 8-K, filed September 4, 
2009). 


Note in favor of PNC Bank, National Association as Lender, dated September 1, 2009 (incorporated 
by reference to Exhibit 4.2 of the Registrant’s Current Report on Form 8-K, filed September 4, 
2009). 


Material Contracts 


Transition Services Agreement by and between The Phoenix Companies, Inc. and the Registrant, 
dated as of December 18, 2008 (incorporated by reference to Exhibit 10.1 of the Registrant’ s 
Amendment No. 4 to Form 10, filed December 19, 2008). 


Tax Separation Agreement by and between The Phoenix Companies, Inc. and the Registrant, dated 
December 18, 2008 (incorporated by reference to Exhibit 10.2 of the Registrant’s Amendment No. 4 
to Form 10, filed December 19, 2008). 


Amendment to Tax Separation Agreement, dated April 8, 2009, by and between The Phoenix 
Companies, Inc. and the Registrant, dated as of December 18, 2008 (incorporated by reference to 
Exhibit 10.15 of the Registrant’s Annual Report on Form 10-K, filed April 10, 2009). 


Employee Matters Agreement by and between The Phoenix Companies, Inc. and the Registrant, 
dated December 18, 2008 (incorporated by reference to Exhibit 10.3 of the Registrant’s Amendment 
No. 4 to Form 10, filed December 19, 2008). 
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Exhibit 
Number 


#10/5 


*10.6 


*10.7 


*10.8 


*10.9 


10.10 


10.11 


10.12 


10.13 


*10.14 


*10.15 


*10.16 


10.17 


Exhibit Description 


Change in Control Agreement between George R. Aylward and the Registrant, effective as of 
December 31, 2008 (incorporated by reference to Exhibit 10.4 of the Registrant’s Amendment No. 4 
to Form 10, filed December 19, 2008). 


Amended and Restated Virtus Investment Partners, Inc. Omnibus Incentive and Equity Plan, 
effective as of January 1, 2014 (incorporated by reference to Exhibit 10.1 of the Registrant’ s 
Form 8-K, filed <ay 16, 2014). 


Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, effective as of November 1, 
2008 (incorporated by reference to Exhibit 10.6 of the Registrant’s Amendment No. 2 to Form 10, 
filed November 14, 2008). 


First Amendment to the Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, 
effective as of February 1, 2010 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Quarterly Report on Form 10-Q, filed May 4, 2010). 


Virtus Investment Partners, Inc. Amended and Restated Executive Severance Allowance Plan, 
effective as of February 2, 2009 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Current Report on Form 8-K, filed February 4, 2009). 


Investment and Contribution Agreement by and among Phoenix Investment Management Company, 
the Registrant, Harris Bankcorp, Inc. and The Phoenix Companies, Inc., dated as of October 30, 2008 
(incorporated by reference to Exhibit 10.8 of the Registrant’s Amendment No. 2 to Form 10, filed 
November 14, 2008). 


Annex A to the Investment and Contribution Agreement by and among Phoenix Investment 
Management Company, the Registrant, Harris Bankcorp, Inc. and The Phoenix Companies, Inc., 
dated October 30, 2008 (incorporated by reference to Exhibit 10.10 of the Registrant’s Annual 
Report on Form 10-K, filed March 1, 2011). 


Transaction Agreement by and among Harris Investment Management, Inc., Phoenix Investment 
Counsel, Inc., Harris Financial Corp. and Phoenix Investment Partners, LTD., dated as of March 28, 
2006 (incorporated by reference Exhibit 6.01 of the Schedule 13D, filed January 12, 2009 by Bank of 
Montreal, Harris Financial Corp. and Harris Bankcorp, Inc.). 


Strategic Partnership Agreement by and between Harris Investment Management, Inc. and Phoenix 
Investment Counsel, Inc., dated as of March 28, 2006 (incorporated by reference to Exhibit 6.02 of 
the Schedule 13D, filed January 12, 2009 by Bank of Montreal, Harris Financial Corp. and Harris 
Bankcorp, Inc.). 


Form of Non-Qualified Stock Option Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.4 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Restricted Stock Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.5 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Performance Share Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.30 of the Registrant’s Quarterly 
Report on Form 10-Q, filed August 5, 2011). 


Amended and Restated Credit Agreement, dated as of September 10, 2012 among the Registrant, as 
Borrower, the lenders party thereto, PNC Bank, National Association, as Syndication Agent, and The 
Bank of New York Mellon, as Administrative Agent, as Swingline Lender and as Issuing Bank (the 
“Credit Agreement’) (incorporated by reference to Exhibit 10.1 of the Registrant’s Quarterly Report 
on Form 10-Q, filed November 7, 2012). 
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Exhibit 
Number 


10.18 


10.19 


10.20 


10.21 


10.22 


10.23 


*10.24 


*10.25 


10.26 


*10.27 


10.28 


10.39 


(21) 
21.1 


Exhibit Description 


Amendment No. 1, dated as of July 2, 2013, to the Credit Agreement, dated as of September 10, 
2012, among the Registrant, as Borrower, the lenders party thereto, PNC Bank, National Association, 
as Syndication Agent, and The Bank of New York Mellon, as Administrative Agent, as Swingline 
Lender and as Issuing Bank (incorporated by reference to Exhibit 10.1 of the Registrant’s Quarterly 
Report on Form 10-Q, filed August 2, 2013). 


Amendment No. 2, dated as of September 18, 2013, to the Credit Agreement, dated as of 
September 10, 2012, among the Registrant, as Borrower, the lenders party thereto, PNC Bank, 
National Association, as Syndication Agent, and The Bank of New York Mellon, as Administrative 
Agent, as Swingline Lender and as Issuing Bank (incorporated by reference to Exhibit 10.1 of the 
Registrant’s Quarterly Report on Form 10-Q, filed November 4, 2013). 


Guarantee Agreement among the Registrant, each of the subsidiary guarantors party thereto and The 
Bank of New York Mellon, as Administrative Agent, dated as of September 1, 2009 (incorporated by 
reference to Exhibit 10.24 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2011). 


Reaffirmation of Guarantee among the Registrant as Borrower, each of the subsidiary guarantors 
party thereto and the Bank of New York Mellon, as Administrative Agent, as Swingline Lender and 
as Issuing Bank under the Credit Agreement (incorporated by reference to Exhibit 10.2 of the 
Registrant’s Quarterly Report on Form 10-Q, filed November 7, 2012). 


Security Agreement among the Registrant, each of the other grantors party thereto and The Bank of 
New York Mellon, as Administrative Agent, dated as of September 1, 2009 (incorporated by 
reference to Exhibit 10.25 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2011). 


Amendment No. 1, dated as of September 10, 2012, to the Security Agreement, dated as of September 1, 
2009, among the Registrant, as Borrower, each of the subsidiary guarantors party thereto, and the Bank of 
New York Mellon, as Administrative Agent under the Credit Agreement (incorporated by reference to 
Exhibit 10.3 of the Registrant’s Quarterly Report on Form 10-Q, filed November 7, 2012). 


Form of Indemnity Agreement (incorporated by reference to Exhibit 10.4 to the Registrant’s 
Quarterly Report on Form 10-Q, filed November 4, 2009). 


Offer Letter from the Registrant to Jeffrey T. Cerutti dated May 18, 2010 (incorporated by reference 
to Exhibit 10.27 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2011). 


Conversion and Voting Agreement, dated as of October 27, 2011, between BMO, Inc. (f/k/a Harris 
Bankcorp, Inc.) and the Registrant (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Current Report on Form 8-K, filed November 2, 2011). 


Offer Letter from the Registrant to Mark S. Flynn dated December 9, 2010 (incorporated by 
reference to Exhibit 10.31 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2012). 


Amendment No. 3 to Amended and Restated Credit Agreement dated December 4, 2013 among the 
Registrant, as Borrower, the lenders party thereto, PNC Bank, National Association, as Syndication 
Agent, and The Bank of New York Mellon, as Administrative Agent, as Swingline Lender and as 
Issuing Bank (incorporated by reference to Exhibit 10.29, of the Registrant’s Annual Report on 
Form 10-K, filed February 24, 2014). 


Amendment No. 2, dated as of December 4, 2013, to the Security Agreement, dated as of September 1, 
2009, among the Registrant, as Borrower, each of the subsidiary guarantors party thereto, and the Bank of 
New York Mellon, as Administrative Agent under the Credit Agreement (incorporated by reference to 
Exhibit 10.30 of the Registrant’s Annual Report on Form 10-K, filed February 24, 2014). 


Subsidiaries of the Registrant 


Virtus Investment Partners, Inc., Subsidiaries List. 
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Exhibit 
Number 


(23) 
23.1 
31.1 


31.2 


32.1 


101 


Exhibit Description 


Consents of Experts and Counsel 
Consent of Independent Registered Public Accounting Firm. 


Certifications of Registrant’s Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certifications of Registrant’s Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certifications of Registrant’s Chief Executive Officer and Chief Financial Officer pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002. 


The following information formatted in XBRL (Extensible Business Reporting Language): 

(i) Consolidated Balance Sheets as of December 31, 2014 and December 31, 2013, (ii) Consolidated 
Statements of Operations for the years ended December 31, 2014, 2013 and 2012, (iii) Consolidated 
Statements of Comprehensive Income for the years ended December 31, 2014, 2013 and 2012, 

(iv) Consolidated Statements of Cash Flows for the years ended December 31, 2014, 2013 and 2012, 
(v) Consolidated Statements of Changes in Stockholders’ Equity for the years ended December 31, 
2014, 2013 and 2012 and (iv) Notes to Consolidated Financial Statements. 


* Management contract, compensatory plan or arrangement. 


The agreements and other documents filed as exhibits to this report are not intended to provide factual 
information or other disclosure other than the terms of the agreements or other documents themselves, and you 
should not rely on them for that purpose. In particular, any representations and warranties made by the Company 
in these agreements or other documents were made solely within the specific context of the relevant agreement or 
document and may not describe the actual state of affairs at the date they were made or at any other time. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


Dated: March 2, 2015 


Virtus Investment Partners, Inc. 


By: /s/_ _MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President 
Chief Financial Officer 
(Principal Financial Officer and Principal Accounting Officer) 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by 
the following persons on behalf of the registrant and in the capacities indicated as of March 2, 2015. 


/s/ MARK C. TREANOR /s/ GEORGE R. AYLWARD 
Mark C. Treanor George R. Aylward 
Director and Non-Executive Chairman President, Chief Executive Officer and Director 


(Principal Executive Officer) 


/s/_ JAMES R. BAIO /s/_ SUSAN S. FLEMING 
James R. Baio Susan S. Fleming 
Director Director 
/s/_ DIANE M. COFFEY /s/_ RUSSEL C. ROBERTSON 
Diane M. Coffey Russel C. Robertson 
Director Director 
/s/_ TimotTuy A. HOLT /s/_ MELopy L. JONES 
Timothy A. Holt Melody L. Jones 
Director Director 
/S/ EDWARD M. Swan, JR. /s/ STEPHEN T. ZARRILLI 
Edward M. Swan, Jr. Stephen T. Zarrilli 
Director Director 


/s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Chief Financial Officer 
(Principal Financial Officer and Principal Accounting Officer) 
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Report of Independent Registered Public Accounting Firm 
To the Board of Directors and Stockholders of Virtus Investment Partners, Inc. 


In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of 
operations, comprehensive income, changes in stockholders’ equity and cash flows present fairly, in all material 
respects, the financial position of Virtus Investment Partners, Inc. and its subsidiaries at December 31, 2014 and 
2013, and the results of their operations and their cash flows for each of the three years in the period ended 
December 31, 2014 in conformity with accounting principles generally accepted in the United States of America. 
Also in our opinion, the Company maintained, in all material respects, effective internal control over financial 
reporting as of December 31, 2014, based on criteria established in the Internal Control—Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The 
Company’s management is responsible for these financial statements, for maintaining effective internal control 
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, 
included in Management’s Report on Internal Control over Financial Reporting appearing under Item 9A. Our 
responsibility is to express opinions on these financial statements and on the Company’s internal control over 
financial reporting based on our integrated audits. We conducted our audits in accordance with the standards of 
the Public Company Accounting Oversight Board (United States). Those standards require that we plan and 
perform the audits to obtain reasonable assurance about whether the financial statements are free of material 
misstatement and whether effective internal control over financial reporting was maintained in all material 
respects. Our audits of the financial statements included examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing the accounting principles used and significant 
estimates made by management, and evaluating the overall financial statement presentation. Our audit of internal 
control over financial reporting included obtaining an understanding of internal control over financial reporting, 
assessing the risk that a material weakness exists, and testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk. Our audits also included performing such other 
procedures as we considered necessary in the circumstances. We believe that our audits provide a reasonable 
basis for our opinions. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


/s/ PricewaterhouseCoopers LLP 


Hartford, Connecticut 
March 2, 2015 


Virtus Investment Partners, Inc. 


Consolidated Balance Sheets 


($ in thousands, except share data) 

Assets: 

Cash and:cash equivalents sc i0.jc4n0se seekees these duceeoleweereadie sense 
Cash of consolidated sponsored investment products .................. 00-0008. 
Cash pledged or on deposit of consolidated sponsored investment products ........ 
Investments. 6s 0 de Se A Gew dete Sas Sd abe Maa re Ee ehens ge eee Sead Ose eS 
Investments of consolidated sponsored investment products .................... 
Accounts receivable, Net’ 04. c4.e¢ dss v dha Sess Bees one ue Hpk oe A ered w ware eee 
Furniture, equipment, and leasehold improvements, net ..............0.00e ee eee 
Intangible: assets, Net. 204i cain Gh eee A MSS E REE BME Gee eH eeee ds 
COOG WANN, oid nce org Bats Bid a ceeds, bo aes Gees Bde g namerelaseeetnare id bee ceed Sones 
Deferred taxes. Net y 2.53.5 ecco ds es eee Mh ari or So aS aad Soe ceo 
OUCH ASSEISS ia. s or ok ckche als adh oe bee A ease eed &, nee Bae toe teens Peds aks 
Other assets of consolidated sponsored investment products .................... 


MP Ot ANAS SOUS! cece cd ts Sete cd a Secoseen dear ar Sadek se wen gels ateua Rea anyeeusea ane wes atm iene a Meee ee 


Liabilities and Equity 

Liabilities: 

Accrued compensation and benefits ....... 0.0... cece eee eee eee nee 
Accounts payable and accrued liabilities .... 0.0.0... eee eee 
Dividends payable: + s..s.sdved pecan cee Se cea eeas eked ts Meee eel 
Other abilites i... chee See oe bake Se hee yd sae eee an tees 
Liabilities of consolidated sponsored investment products .............2..02000+ 


Total labilities: caio-0. 50.5 abe & bess arg adeke Gee aotebeted Gib dabw Aare Sree Seed 


Commitments and Contingencies (Note 9) 

Redeemable noncontrolling interests ....... 0.0... cee eee eee nee 

Equity: 

Equity attributable to stockholders: 

Common stock, $0.01 par value, 1,000,000,000 shares authorized; 9,551,274 shares 
issued and 8,975,833 shares outstanding at December 31, 2014 and 9,455,521 
shares issued and 9,105,521 shares outstanding at December 31, 2013 .......... 

Additional paid-in-capital. v.65 Benen geet arene gare eddy Mase ee aoe 

Accumulated: GEC oo sce screed doa Meatosaek hdaih tee eed 2 Wa ee Gee Saou 

Accumulated other comprehensive loss ......... 00.0: cece eee eee eee eee 

Treasury stock, at cost, 575,441 and 350,000 shares at December 31, 2014 and 
December 31; 2013, respecuvely .iiss cee ssdud we de eelaee neous SEG oe 


Total equity attributable to stockholders ............... 0.00.00. e eee eee eee 
Noncontrollans interests’ sisscg a dspace ce aged cn godvnce tee ate, wp aed wbcadahee gomlarace yoked eo niauelee oop 


Totaliequity 5.0.2 ie see tiaewesa wht eet nebee Me dieAleae ne eases 
Total liabilities and equity 2... 0... eects 


The accompanying notes are an integral part of these consolidated financial statements. 
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December 31, 


December 31, 


2014 2013 
$ 202,847 $ 271,014 
457 531 
8,230 —_— 
63,448 37,258 
236,652 139,054 
49,721 50,166 
7,193 7,219 
41,783 44,633 
5,260 5,260 
60,162 64,500 
16,060 15,724 
6,960 9,595 
$ 698,773 $ 644,954 
$ 54,815 $ 53,140 
31,627 29,912 
4,270 — 
9,082 18,413 
12,556 8,435 
112,350 109,900 
23,071 42,186 
96 95 
1,148,908 = 1,135,644 
(507,521) (605,221) 
(242) (150) 
(77,699) (37,438) 
563,542 492,930 
(190) (62) 
563,352 492,868 
$ 698,773 $ 644,954 


Virtus Investment Partners, Inc. 


Consolidated Statements of Operations 


Years Ended December 31, 


2014 2013 2012 
($ in thousands, except per share data) 
Revenues 
Investment management fees ............. 0.0 cece cece eee nee $300,663 $260,557 $187,875 
Distribution and service fees .... 0.0... ccc cen eens 91,950 78,965 56,866 
Administration and transfer agent fees ............ 0.00. cece eee eee 56,016 48,185 33,779 
Other income and fees ........ 0... cee eee nets 1,969 1,508 1,566 
Total TEVENUCS: ic) «aici ced sdaprsreedeacgnage Placa dod ea) aba o Galea wodavdtacd cae deecacwediacs 450,598 389,215 280,086 
Operating Expenses 
Employment: €xpenseS: 3.s.5..cisu cub tarcsesgae se danb oe ewe ee ern Shake 139,809 =131,768 = 105,571 
Distribution and administration expenses .......... 0... c eee eee eee 123,665 97,786 72,210 
Other operating CXpeNnses i iic sckaie se aace had vba d oglle Medal t peiles ale 46,531 38,321 34,017 
Other operating expenses of consolidated sponsored investment products ... . 3,038 798 315 
Restructuring and severance .. 1... 2... 0. cee eee ene 294 203 1,597 
Depreciation and other amortization ......... 0... cece eee eee 2,763 2,422 1,810 
ANTMOTUZ ATION: EXPENSE? se 5.5/2 warden mates Ws dkeaealal ee ele k oGunle es Goduere veeialace 3,778 4,413 4,121 
Total operating expenses: si.s54 sence eens Seek ee Oeo eee eee eee 319,878 275,711 219,641 
Operating INCOME 2.6. Secs cs awe eae REA wh EEE SD Ch Ree ee 6 130,720 113,504 60,445 
Other Income (Expense) 
Realized and unrealized gain on investments, net ................0 02 eee 914 2,350 1,891 
Realized and unrealized (loss) gain on investments of consolidated sponsored 
investment products, net....... 0... cece eee e eee eens (4,648) 3,515 2,072 
Other income (expense), Net... . eee eee 891 74 (38) 
Total other (expense) income, net ...... 0.0... cee eee eee ee (2,843) 5,939 3,925 
Interest Income (Expense) 
Interest ‘expense: 2 ..nc po beiisecdda weet die Chiao sada esaeea eee (537) (782) (854) 
Interest and dividend income .......... 0.0.0.0. 1,706 664 710 
Interest and dividend income of investments of consolidated sponsored 
INVESIMENE PIOdUCtS 2.6 ov caw dese sd Hod od Uae tamed he eyes 7,268 2,583 577 
Total interest income, net ....... 0... ee eee 8,437 2,465 433 
Income Before Income Taxes .............. 0.000. e eee eee ees 136,314 121,908 64,803 
Income tax-Expense: oc ic..ccendendgaidbeda bet Hokdiae da whesialeaeeas 39,349 44,778 27,030 
Net Income ............ 0.0 ccc cece ene e nee een ennns 96,965 77,130 37,773 
Noncontrolling interests 2.2... 0... eee eee tenes 735 (1,940) (101) 
Allocation of earnings to preferred stockholders .....................0-. — —_— (64) 
Net Income Attributable to Common Stockholders ................... $ 97,700 $ 75,190 $ 37,608 
Earnings per share—Basic ............. 00... c cece ete ene $ 10.75 $ 918 $ 4.87 
Earnings per share—Diluted ............... 00... c eee ee ene $ 10.51 $ 892 $ 4.66 
Cash dividends declared per share ................ 00000 eee eee eens $ 135 $ — $ — 
Weighted Average Shares Outstanding—Basic (in thousands) .......... 9,091 8,188 7,727 
Weighted Average Shares Outstanding—Diluted (in thousands) ........ 9,292 8,433 8,073 


The accompanying notes are an integral part of these consolidated financial statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Comprehensive Income 


Years Ended December 31, 
2014 2013 2012 
($ in thousands) 
Net IneOmie sc shee eens whe § Ges BS ee be ee eek Go ee ee $96,965 $77,130 $37,773 


Other comprehensive income (loss), net of tax: 
Foreign currency translation adjustment, net of tax of $132 and ($50) for the 
years ended December 31, 2014 and 2013 ....... 0.0.0... ee eee ee eee (216) 81 — 
Unrealized gain (loss) on available-for-sale securities, net of tax of ($76), 
$223, and $81 for the years ended December 31, 2014, 2013 and 2012, 


FESPECUVElY 2c ie.des thewied 25.468 aus Dod Meta ere sotenians 124 56 (273) 

Other comprehensive (loss) income .......... 0.0 e ee eee eee eee (92) 137 (273) 
COMPFEHENS1VS INCOME, 2.55. cgaiei'g eopnacd 8o4-b Taha ww ek Ah dle donne Bo naeaWnat Rees feal eens e 96,873 77,267 ~=37,500 

Comprehensive income attributable to noncontrolling interests ............... 735 (1,940) (101) 

Allocation of comprehensive income to preferred stockholders ............... —_ —_— (64) 
Comprehensive income attributable to common stockholders ................ $97,608 $75,327 $37,335 


The accompanying notes are an integral part of these consolidated financial statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Cash Flows 


Years Ended December 31, 
2014 2013 2012 


($ in thousands) 
Cash Flows from Operating Activities: 
WCE HCO yo daikon evden aahids a Rie am <ue HO ohm Boers RON me MUR Re ee See RE A eee dee ee $ 96,965 $ 77,130 $ 37,773 
Adjustments to reconcile net income to net cash (used in) provided by operating activities: 
Depreciation expense, intangible asset and other amortization ............0 0.00: e ee eee eee 6,759 7,046 6,198 
Stock-based compensation, 23 55.6 .cccnioeseclees Sees heeee Aaa SG Hoa eae Reda Mahe ee ees 9,778 7,960 6,927 
Excess tax benefit from stock-based compensation ............00 0: cece ee eee eee eens (24,805) (478) (89) 
Amortization of deferred Commissions ....4.. 6.0546 baer esa ees eee eee peeda ee as Rae 17,907 14,453 10,715 
Payments-of defertéd ComMiISSIONS i. 6 5.5, ys ox arated dd RNA ORG Aaa ate ae ka aude (13,796) (18,912) (10,868) 
Equity in earnings of equity method investments ............... 000000. c cee eee eee eee (488) (161) —_ 
Realized and unrealized gains on trading securities .......... 0.00. cece eee eee eee eee (914) (2,350) (1,891) 
Realized and unrealized losses (gains) on investments of consolidated sponsored investment 
PEOGUCIS. sa.i5aiea. aitraatn g dada smapsencdsme Darley Redes aaa Sienna RENmaa ae Hh SareasHm eames ees 4,671 (3,515) (2,072) 
Sales (purchases) of trading securities, net... 6... ee eee eens 26,742 (2,701) 2,025 
Purchases of investments by consolidated sponsored investment products, net ............... (195,683) (100,499) (41,155) 
Sales of securities sold short by consolidated sponsored investment products, net ............ 8,071 —_— —_ 
DeeHed (AKCS; NEE dcsicin vae-way cedex deere MA dee Doe w Ee Eee Ra Ae wee WemeS Been RA 4,394 32,596 26,689 
Changes in operating assets and liabilities: 
Cash pledged or on deposit of consolidated sponsored investment products ............. (10,785) —_— _ 
Accounts receivable, net and other assets .......0.. 0.00 cece cee cence teens (4,157) (13,416) (10,047) 
Other assets of consolidated sponsored investment products .............00 00 eee eee 1,082 (6,043) (683) 
Accrued compensation and benefits, accounts payable, accrued liabilities and other 
HADES <a. c sen nttce iin wrane ogre wood wid o AeepaaBimomreeaiys. mwvesd op a wuale eh ands & Somdeceew de. wees 17,754 37,575 15,919 
Liabilities of consolidated sponsored investment products ..................000220008 (2,366) 152 377 
Net cash (used in) provided by operating activities .................00....0000. (58,871) 28,837 39,818 
Cash Flows from Investing Activities: 
Capital expenditures? ist, Seicmuds hidtwsin baba mena ne macnn Sawin als Dagny haha mga eer (2,432) (2,009) (3,782) 
Change in cash and cash equivalents of consolidated sponsored investment products due to 
ASCONSONGALOM seciesi5 caritd a hue adcesea eo aitee bet Hadedea wy verdes Hae GRE Bard LeU ewe Bes (436) (662) — 
Asset acquisitions and purchases of other investments ...........0 0000 c cece eee eee eee (5,000) (3,364) (1,006) 
Purchase of available-for-sale securities ...... 00... ccc cect e eens (313) (196) (379) 
Net cash used in investing activities .. 0... 0... eee ccc ene eee (8,181) (6,231) (5,167) 


Cash Flows from Financing Activities: 
Contingent consideration paid for acquired investment management contracts ............... 


(630) (665) 


Borrowings of proceeds from short sales by consolidated sponsored investment products ...... 2,555 — —_ 
Repurchase: of CommMOn SHALES: «4. 4..:eaigin dice onda anand isla edeale an oars ais ond an eee pean (40,261) (19,704) = (8,940) 
Dividends paid si5.6 ects acai 64 dead hoa naa UE aaa ena deG Alniaie Rescawrolae ene Malad arma gne (8,182) — —_— 
Proceeds fromexercise of stock Options. ices cas eta e ude ag Gate eGa mC OMe ew EE ae 753 570 2,636 
Taxes paid related to net share settlement of restricted stock units .............0.000 200000 (9,512) (7,513) (11,951) 
Proceeds from issuance of common stock, net of issuance costS ......... 00.0. e cece cence — 191,771 — 
Excess tax benefits from stock-based compensation ............ 00.00 eee e eee eee eee 24,805 478 89 
Payment of debt and deferred financing costs ..... 2.0... 0. ccc eee ee ee eee — (15,026) (700) 
Contributions of noncontrolling interests, net 2.2... teen eee 28,653 35,547 3,059 
Net cash (used in) provided by financing activities ........... 0.0000 eee eee eee (1,189) 185,493 (16,472) 
Net (decrease) increase in cash and cash equivalents ........... 0... e cece eee eee teens (68,241) 208,099 18,179 
Cash and cash equivalents, beginning of year... 1... 1. . kee cect nee nee ennene 271,545 63,446 45,267 
Cash and Cash Equivalents, end of year ..... 02.00.0006. t een eee neee $ 203,304 $ 271,545 $ 63,446 
Supplemental Cash Flow Information: 
MSS b PAN a iy eis acon Sse reals desea acne is upncndch, Seah, 4 Ded ayn Gk howe eon aa Seu, eh Una anes $ 266 $ 393 $ 415 
Income taxes paid Net gcc. axa decsGiencseGe cS yea HS GOR eAAe eRe eM Dede Ree $ 23,274 $ 1,697 $ 74 
Non-Cash Investing Activities: 
Purchase of investment management contracts ......... 0.00... e eee eee eee $ — $ — $ 435 
Non-cash activity related to rabbi trust .. 0.2... 0. eee nee e eee eee $ (843) $ (1,250) $ (144) 
Non-Cash Financing Activities: 
Dividends payable so: ia vieccs54 didres dalwrsvenen s dyavdap ew Sea. e mapa mede sbi igs ap LM Mcaanwindh abou bum mes $ 4,270 $ — $ = 
(Decrease) increase to noncontrolling interest due to (deconsolidation) consolidation of 
Sponsored investinent products, net .....5-656ncca sane see diac e eden se sacs Go ema ag ewes $ (47,165) $ 1,477 $ — 
Preferred stock CONVEISION 4.44 dc0ce Gide O04 bos 4 ee REO ATER EON ES CERAM OR GRO REM ES $ — § — $35,217 


The accompanying notes are an integral part of these condensed consolidated financial statements. 
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Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements 


1. Organization and Business 


99 66 99 66. 29 66 


Virtus Investment Partners, Inc. (the “Company,” “we,” “us,” “our” or “Virtus”), a Delaware corporation, 
operates in the investment management industry through its subsidiaries. 


The Company provides investment management and related services to individuals and institutions 
throughout the United States of America. The Company’s retail investment management services are provided to 
individuals through products consisting of open-end mutual funds, closed-end funds, variable insurance funds 
and separately managed accounts. Separately managed accounts are offered through intermediary programs that 
are sponsored and distributed by unaffiliated broker-dealers and individual direct managed account investment 
services that are provided by the Company. Institutional investment management services are provided primarily 
to corporations, multi-employer retirement funds, employee retirement systems, foundations, endowments and 
subadvisory accounts. 


2. Summary of Significant Accounting Policies 


The Company’s significant accounting policies, which have been consistently applied, are as follows: 


Principles of Consolidation and Basis of Presentation 


The Company’s consolidated financial statements have been prepared in conformity with accounting 
principles generally accepted in the United States of America (“GAAP”). The consolidated financial statements 
include the accounts of the Company, its subsidiaries and sponsored investment products in which it has a 
controlling financial interest. The Company is generally considered to have a controlling financial interest when 
it owns a majority of the voting interest in an entity or otherwise has the power to govern the financial and 
operating policies of the subsidiary. See Note 19 for additional information related to the consolidation of 
sponsored investment products. Material intercompany accounts and transactions have been eliminated. 


The Company also evaluates any variable interest entities (“VIEs”) in which the Company has a variable 
interest for consolidation. A VIE is an entity in which either (a) the equity investment at risk is not sufficient to 
permit the entity to finance its own activities without additional financial support or (b) where as a group, the 
holders of the equity investment at risk do not possess: (i) the power to direct the activities that most significantly 
impact the entity’s performance; (11) the obligation to absorb expected losses or the right to receive expected 
residual returns of the entity; or (iii) proportionate voting and economic interests and where substantially all of 
the entity’s activities either involve or are conducted on behalf of the equity holders. If any entity has any of 
these characteristics, it is considered a VIE and required to be consolidated by its primary beneficiary. The 
primary beneficiary is the entity that has both the power to direct the activities that most significantly impact the 
VIE’s economic performance and has the obligation to absorb losses of, or the right to receive benefits from, the 
VIE that could potentially be significant to the VIE. 


Collateralized Debt Obligations 


As of December 31, 2014 and 2013, certain of the Company’s affiliates served as the collateral manager for 
collateralized loan and collateralized bond obligations (collectively, “CDOs’’). The CDOs’ assets and liabilities 
reside in bankruptcy remote, special purpose entities in which the Company has no ownership in, nor holds any 
notes issued by, the CDOs and provides neither recourse nor guarantees. Accordingly, the Company’s financial 
exposure to these CDOs is limited only to the collateral investment management fees it earns, which totaled $1.6 
million, $1.7 million and $2.5 million for the years ended December 31, 2014, 2013 and 2012, respectively. 
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Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


The CDOs are considered VIEs, and as a result, the Company is required to consider the nature of its 
involvement in these VIEs in determining if it should consolidate the entity. In assessing consolidation of the 
CDOs, the Company assessed whether the collateral management fees represented a variable interest and the 
Company was the primary beneficiary of the VIE. The primary beneficiary assessment includes an analysis of the 
rights of the Company in its capacity as collateral manager and an analysis of whether the Company could 
receive significant benefits or absorb significant losses from the CDO. 


The Company determined that its investment management fees received as collateral manager for certain 
CDOs did not represent a variable interest due to the anticipated fees being fixed in nature, senior to interest and 
principal payments, and any subordinated fee elements were insignificant relative to the total fee and total 
anticipated economic performance of the CDOs. 


Noncontrolling Interest 


Noncontrolling interests represent the profit or loss attributed to third party investors in consolidated 
sponsored investment products and other affiliates. Movements in amounts attributable to noncontrolling 
interests in consolidated entities on the Company’s Consolidated Statements of Operations offset the operating 
results, gains and losses and interest expense of the third party investors. Noncontrolling interests related to 
certain consolidated sponsored investment products are classified as redeemable noncontrolling interests because 
investors in these funds may request withdrawals at any time. 


Use of Estimates 


The preparation of the consolidated financial statements requires management to make certain estimates and 
assumptions that affect the reported amounts of assets and liabilities and the disclosures of contingent assets and 
liabilities at the dates of the consolidated financial statements and the reported amounts of revenues and expenses 
during the reporting periods. Management believes the estimates used in preparing the consolidated financial 
statements are reasonable and prudent. Actual results could differ from those estimates. 


Segment Information 


Accounting Standards Codification (“ASC”) 280, Segment Reporting, establishes disclosure requirements 
relating to operating segments in annual and interim financial statements. Business or operating segments are 
defined as components of an enterprise about which separate financial information is available that is regularly 
evaluated by the chief operating decision maker in deciding how to allocate resources and assess performance. 
The Company operates in one business segment, namely as an asset manager providing investment management 
and distribution services for individual and institutional clients. The Company’s Chief Executive Officer is the 
Company’s chief operating decision maker. Although the Company does make some disclosures regarding assets 
under management and other asset flows by product, the Company’s determination that it operates in one 
business segment is based on the fact that the same investment and operational resources support multiple 
products, they have the same or similar regulatory framework and that the Company’s chief operating decision 
maker reviews the Company’s financial performance at a consolidated level. Investment organizations within the 
Company are generally not aligned with specific product lines. Investment professionals manage both retail and 
institutional products. 


Cash and Cash Equivalents 


Cash and cash equivalents consist of cash in banks and money market fund investments. 
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Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


Investments 
Marketable Securities 


Marketable securities consist of investments in the Company’s sponsored mutual funds and other publicly 
traded securities which are carried at fair value in accordance with ASC 320, Investments—Debt and Equity 
Securities (“ASC 320”). Marketable securities are marked to market based on the respective publicly quoted net 
asset values of the funds or market prices of the equity securities or bonds. Marketable securities transactions are 
recorded on a trade date basis. Marketable securities include sponsored mutual funds, sponsored variable 
insurance funds and other equity securities classified as trading securities and sponsored closed-end funds 
classified as available-for-sale securities. Any unrealized appreciation or depreciation on available for sale 
securities, net of income taxes, is reported as a component of accumulated other comprehensive income in equity 
attributable to stockholders. 


On a quarterly basis, the Company conducts a review to assess whether other-than-temporary impairment 
exists on its available-for-sale marketable securities. Other-than-temporary declines in value may exist if the fair 
value of a marketable security has been below the carrying value for an extended period of time. If an other-than- 
temporary decline in value is determined to exist, the unrealized investment loss, net of tax, is recognized in the 
Consolidated Statements of Operations in the period in which the other-than-temporary decline in value occurs, 
as well as an accompanying permanent adjustment to accumulated other comprehensive income. 


Equity Method Investments 


The Company’s investment in noncontrolled investees is accounted for under the equity method of 
accounting in accordance with ASC 323, Investments-Equity Method and Joint Ventures. Under the equity 
method of accounting, the Company’s share of the noncontrolled affiliate’s net income or loss is recorded in 
other income (expense), net in the accompanying Consolidated Statements of Operations. Distributions received 
reduce the Company’s investment balance. The investment is evaluated for impairment as events or changes 
indicate that the carrying amount exceeds its fair value. If the carrying amount of an investment does exceed its 
fair value and the decline in fair value is deemed to be other than temporary, an impairment charge will be 
recorded. 


Non-qualified Retirement Plan Assets and Liabilities 


The Company has a non-qualified retirement plan (the “Excess Incentive Plan’’) that allows certain 
employees to voluntarily defer compensation. Under the Excess Incentive Plan, participants elect to defer a 
portion of their compensation which the Company then contributes into a trust. Each participant is responsible 
for designating investment options for assets they contribute and the ultimate distribution paid to each participant 
reflects any gains or losses on the assets realized while in the trust. The Company holds the Excess Incentive 
Plan assets in a rabbi trust, which is subject to the claims of the Company’s creditors in the event of the 
Company’s bankruptcy or insolvency. Assets held in trust are included in investments and are carried at fair 
value in accordance with ASC 320; the associated obligations to participants are included in other liabilities in 
the Company’s Consolidated Balance Sheets. Assets held in trust consist of mutual funds and are recorded at fair 
value, utilizing Level | valuation techniques. 


Deferred Commissions 


Deferred commissions, which are included in other assets, are commissions paid to broker-dealers on sales 
of mutual fund shares. Deferred commissions are recovered by the receipt of monthly asset-based distributor fees 
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Notes to Consolidated Financial Statements—(Continued) 


from the mutual funds or contingent deferred sales charges received upon redemption of shares within one to five 
years, depending on the fund share class. The deferred costs resulting from the sale of shares are amortized on a 
straight-line basis over a one to five-year period, depending on the fund share class, or until the underlying shares 
are redeemed. Deferred commissions are periodically assessed for impairment and additional amortization 
expense is recorded, as appropriate. 


Furniture, Equipment and Leasehold Improvements, Net 


Furniture, equipment and leasehold improvements are recorded at cost. Depreciation is computed using the 
straight-line method over the estimated useful lives of three to seven years for furniture and office equipment, 
and three to five years for computer equipment and software. Leasehold improvements are depreciated over the 
shorter of the remaining estimated lives of the related leases or useful lives of the improvements. Major renewals 
or betterments are capitalized, and recurring repairs and maintenance are expensed as incurred. Leasehold 
improvements that are funded upfront by a landlord and are constructed for the benefit of the Company are 
recorded at cost and depreciated on a straight-line basis over the original minimum term of the lease and a 
corresponding lease incentive liability in the same amount is also recorded and initially amortized over the same 
period. 


Leases 


The Company currently leases office space and equipment under various leasing arrangements. Leases are 
classified as either capital leases or operating leases, as appropriate. Most lease agreements are classified as 
operating leases and contain renewal options, rent escalation clauses or other inducements provided by the lessor. 
Rent expense under non-cancelable operating leases with scheduled rent increases or rent holidays is accounted 
for on a straight-line basis over the lease term, beginning on the date of initial possession or the effective date of 
the lease agreement. The amount of the excess of straight-line rent expense over scheduled payments is recorded 
as a deferred liability. Build-out allowances and other such lease incentives are recorded as deferred credits, and 
are amortized on a straight-line basis as a reduction of rent expense beginning in the period they are deemed to be 
earned, which generally coincides with the effective date of the lease. 


Intangible Assets and Goodwill 


Definite-lived intangible assets are comprised of acquired investment advisory contracts. These assets are 
amortized on a straight-line basis over the estimated useful lives of such assets, which range from one to sixteen 
years. Definite-lived intangible assets are evaluated for impairment on an ongoing basis under GAAP whenever 
events or circumstances indicate that the carrying value of the definite-lived intangible asset may not be fully 
recoverable. The Company determines if impairment has occurred by comparing estimates of future 
undiscounted cash flows to the carrying value of assets. Assets are considered impaired, and impairment is 
recorded, if the carrying value exceeds the expected future undiscounted cash flows. 


Goodwill represents the excess of the purchase price of acquisitions and mergers over the identified net 
assets and liabilities acquired. In accordance with ASC 350, Goodwill and Other Intangible Assets, goodwill is 
not being amortized. A single reporting unit has been identified for the purpose of assessing potential future 
impairments of goodwill. An impairment analysis of goodwill is performed annually or more frequently, if 
warranted by events or changes in circumstances affecting the Company’s business. The Company follows the 
Financial Accounting Standards Board (“FASB”) Accounting Standards Update (“ASU”) 2011-08, Testing 
Goodwill for Impairment, which states that an entity has the option to first assess qualitative factors to determine 
whether the existence of events or circumstances leads to a determination that it is more likely than not that the 
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Notes to Consolidated Financial Statements—(Continued) 


fair value of a reporting unit is less than its carrying amount. If, after assessing the totality of events or 
circumstances, an entity determines it is not more likely than not that the fair value of a reporting unit is less than 
its carrying amount, then performing the two-step impairment test is unnecessary. The Company’s 2014 and 
2013 annual goodwill impairment analysis did not result in any impairment charges. 


Indefinite-lived intangible assets are comprised of closed-end fund investment advisory contracts. These 
assets are tested for impairment annually and when events or changes in circumstances indicate the assets might 
be impaired. The Company follows ASU No. 2012-02, Testing Indefinite-Lived Intangible Assets for Impairment, 
which provides entities with an option to perform a qualitative assessment of indefinite-lived intangible assets 
other than goodwill for impairment to determine if additional impairment testing is necessary. The Company’s 
2014 and 2013 annual indefinite-lived intangible assets impairment analyses did not result in any impairment 
charges. 


Treasury Stock 


Treasury stock is accounted for under the cost method and is included as a deduction from equity in the 
Stockholders’ Equity section of the Consolidated Balance Sheets. Upon any subsequent resale, the treasury stock 
account is reduced by the cost of such stock. 


Revenue Recognition 


Investment management fees, distribution and service fees and administration and transfer agent fees are 
recorded as revenues during the period in which services are performed. Investment management fees are earned 
based upon a percentage of assets under management and are paid pursuant to the terms of the respective 
investment management contracts, which generally require monthly or quarterly payment. 


The Company accounts for investment management fees in accordance with ASC 605, Revenue 
Recognition, and has recorded its management fees net of fees paid to unaffiliated advisers. The Company 
considers the nature of its contractual arrangements in determining whether to recognize revenue based on the 
gross amount billed or net amount retained. The Company has evaluated the factors in ASC 605-45 in 
determining whether to record revenue on a gross or net basis with significant weight placed on: (i) if the 
Company is the primary obligor in the arrangement; and (ii) if the Company has latitude in establishing price. 
Amounts paid to unaffiliated advisers for the years ended December 31, 2014, 2013 and 2012 were $124.4 
million, $96.1 million and $53.7 million, respectively. 


Distribution and service fees are earned based on a percentage of assets under management and are paid 
monthly pursuant to the terms of the respective distribution and service fee contracts. Underwriter fees are sales- 
based charges on sales of certain class A-share mutual funds. 


Administration and transfer agent fees consist of fund administration fees, transfer agent fees and fiduciary 
fees. Fund administration and transfer agent fees are earned based on the average daily assets in the funds. 


Other income and fees consist primarily of redemption income on the early redemption of certain share 
classes of mutual funds and distribution of nonaffiliated products. 


Advertising and Promotion 


Advertising and promotional costs include print advertising and promotional items and are expensed as 
incurred. These costs are classified in other operating expense in the Consolidated Statements of Operations. 
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Stock-based Compensation 


The Company accounts for stock-based compensation expense in accordance with ASC 718, 
Compensation—Stock Compensation (“ASC 718”), which requires the measurement and recognition of 
compensation expense for share-based awards based on the estimated fair value on the date of grant. 


Restricted stock units (“RSUs”) are stock awards that entitle the holder to receive shares of the Company’s 
common stock as the award vests over time or when certain performance targets are achieved. The fair value of 
each RSU award is estimated using the intrinsic value method, which is based on the fair market value price on 
the date of grant unless it contains a performance metric that is considered a market condition. RSUs that contain 
a market condition are valued using a simulation valuation model. Compensation expense for RSU awards is 
recognized ratably over the vesting period on a straight-line basis. 


The fair value of each stock option award is estimated on the date of grant using the Black-Scholes stock 
option valuation model. The Black-Scholes stock option valuation model incorporates assumptions as to dividend 
yield, volatility, an appropriate risk-free interest rate and the expected life of the stock option. 


Income Taxes 


The Company accounts for income taxes in accordance with ASC 740, Income Taxes, which requires 
recognition of the amount of taxes payable or refundable for the current year, as well as deferred tax liabilities 
and assets for the future tax consequences of events that have been included in the Company’s financial 
statements or tax returns. Deferred tax liabilities and assets result from differences between the book value and 
tax basis of the Company’s assets, liabilities and carry-forwards, such as net operating losses or tax credits. 


The Company’s methodology for determining the realizability of deferred tax assets includes consideration 
of taxable income in prior carryback year(s) if carryback is permitted under the tax law, as well as consideration 
of the reversal of deferred tax liabilities that are in the same period and jurisdiction and are of the same character 
as the temporary differences that gave rise to the deferred tax assets. The Company’s methodology also includes 
estimates of future taxable income from its operations, as well as the expiration dates and amounts of carry- 
forwards related to net operating losses and capital losses. These estimates are projected through the life of the 
related deferred tax assets based on assumptions that the Company believes to be reasonable and consistent with 
demonstrated operating results. Changes in future operating results not currently forecasted may have a 
significant impact on the realization of deferred tax assets. Valuation allowances are provided when it is 
determined that it is more likely than not that the benefit of deferred tax assets will not be realized. 


Comprehensive Income 


The Company reports all changes in comprehensive income in the Consolidated Statements of Changes in 
Stockholders’ Equity and the Consolidated Statements of Comprehensive Income. Comprehensive income 
includes net income (loss), foreign currency translation adjustments (net of tax) and unrealized gains and losses 
on investments classified as available-for-sale (net of tax). 


Earnings per Share 


Earnings per share (“EPS”) is calculated in accordance with ASC 260, Earnings per Share. Basic EPS 
excludes dilution for potential common stock issuances and is computed by dividing basic net income available 
to common stockholders by the weighted-average number of common shares outstanding for the period. Diluted 
EPS reflects the potential dilution that could occur if securities or other contracts to issue common stock were 
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exercised or converted into common stock. For the calculation of diluted EPS, the basic weighted average 
number of shares is increased by the dilutive effect of RSUs and stock options using the treasury stock method. 


Fair Value Measurements and Fair Value of Financial Instruments 


The FASB defines fair value as the price that would be received to sell an asset, or paid to transfer a 
liability, in an orderly transaction between market participants at the measurement date. ASC 820, Fair Value 
Measurements and Disclosures, establishes a framework for measuring fair value and a valuation hierarchy based 
upon the transparency of inputs used in the valuation of an asset or liability. Classification within the hierarchy is 
based upon the lowest level of input that is significant to the fair value measurement. The valuation hierarchy 
contains three levels as follows: 


Level 1—Quoted prices for identical instruments in active markets. Level | assets and liabilities may 
include debt securities and equity securities that are traded in an active exchange market. 


Level 2—Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. Level 2 inputs may include observable market 
data such as closing market prices provided by independent pricing services after considering factors such 
as the yields or prices of comparable investments of comparable quality, coupon, maturity, call rights and 
other potential prepayments, terms and type, reported transactions, indications as to values from dealers and 
general market conditions. In addition, pricing services may determine the fair value of equity securities 
traded principally in foreign markets when it has been determined that there has been a significant trend in 
the U.S. equity markets or in index futures trading. Level 2 assets and liabilities may include debt and equity 
securities, purchased loans and over-the-counter derivative contracts whose fair value is determined using a 
pricing model without significant unobservable market data inputs. 


Level 3—Valuations derived from valuation techniques in which one or more significant inputs or 
significant value drivers are unobservable in active exchange markets. 


Recent Accounting Pronouncements 


In February 2015, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2015-02, 
Consolidation (Topic 810): Amendments to the Consolidation Analysis (“ASU 2015-02”). This standard modifies 
existing consolidation guidance for reporting organizations that are required to evaluate whether they should 
consolidate certain legal entities. ASU 2015-02 is effective for fiscal years and interim periods within those years 
beginning after December 15, 2015, and requires either a retrospective or a modified retrospective approach to 
adoption. Early adoption is permitted. The company is currently evaluating the potential impact of this standard 
on its financial statements, as well as the available transition methods. 


In August 2014, the FASB issued ASU No. 2014-13, Measuring the Financial Assets and Financial 
Liabilities of a Consolidated Collateralized Financing Entity (“CFE”) (“ASU 2014-13”). This new guidance 
requires reporting entities to use the more observable of the fair value of the financial assets or the financial 
liabilities to measure the financial assets and the financial liabilities of a CFE when a CFE is initially 
consolidated. It permits entities to make an accounting policy election to apply this same measurement approach 
after initial consolidation or to apply other GAAP to account for the consolidated CFE’s financial assets and 
financial liabilities. It also prohibits all entities from electing to use the fair value option in ASC 825, Financial 
Instruments, to measure either the financial assets or financial liabilities of a consolidated CFE that is within the 
scope of this issue. This guidance is effective for fiscal years beginning after December 15, 2015, and interim 
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periods therein. Early adoption is permitted using a modified retrospective transition approach as described in the 
pronouncement. As of December 31, 2014, the Company has not yet adopted ASU 2014-13 but does not expect 
this standard to have a material effect on its financial statements. 


In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (“ASU 2014- 
09”). ASU 2014-09 provides a comprehensive new revenue recognition model requiring a company to recognize 
revenue to depict the transfer of goods or services to a customer at an amount reflecting the consideration it 
expects to receive in exchange for those goods or services. Companies may use either a full retrospective or a 
modified retrospective approach. ASU 2014-09 is effective for the first interim period within annual reporting 
periods beginning after December 15, 2016. Early adoption is prohibited. The Company is currently evaluating 
the impact ASU 2014-09 is expected to have on its consolidated financial statements. 


In July 2013, the FASB issued ASU No. 2013-11, Presentation of an Unrecognized Tax Benefit When a Net 
Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists (“ASU 2013-11”). ASU 
2013-11 provides guidance on the financial statement presentation of an unrecognized tax benefit when a net 
operating loss carryforward, a similar tax loss or a tax credit carryforward exists. ASU 2013-11 became effective 
for the Company on January 1, 2014. The Company adopted this standard as of January 1, 2014. The adoption of 
this standard did not have a material impact on the Company’s financial results. 


In June 2013, the FASB issued ASU No. 2013-08, Investment Companies: Amendments to the Scope, 
Measurement and Disclosure Requirements. The new standard clarifies the characteristics of an investment 
company and provides comprehensive guidance for assessing whether an entity is an investment company. The 
amendments apply to an entity’s interim and annual reporting periods in fiscal years that begin after 
December 15, 2013. The Company adopted this standard as of January 1, 2014. The adoption of this standard did 
not have a material impact on the Company’s financial results. 


3. Goodwill and Other Intangible Assets 


Intangible assets, net are summarized as follows: 


December 31, 

2014 2013 
($ in thousands) 
Definite-lived intangible assets, net: 
Investment contracts ..... 0... cece eee ee renee eee $ 158,747  $ 157,882 
Accumulated amortization ...... 0.0.0.0 0 ccc cece eee eee (149,380) (145,665) 
Definite-lived intangible assets, net ............. 0.0. e ee eee 9,367 12,217 
Indefinite-lived intangible assets ......................... 32,416 32,416 
Total intangible assets, net ........ 00.0. eee eee eee $ 41,783 $ 44,633 
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Activity in goodwill and intangible assets, net is as follows: 


Years Ended December 31, 


2014 2013 2012 
($ in thousands) 
Intangible assets, net 
Balance, beginning of period ..................0000. $44,633 $48,711 $52,096 
ACQUISINON 44:9 sdcsn4 dob Steere ee eed eA ous abe ad 1,075 356 560 
AMOTlIZatiONn EXPENSE. «45 sae saan ead Hew’ Quake Bes (3,925) (4,434) (3,945) 
Balance, end of period ......................2-055 $41,783 $44,633 $48,711 
Goodwill 
Balance, beginning of period .................00000- $ 5,260 $5,260 $ 4,795 
ACQUISIMON 2 c¢ soa dased osha dans ee elutes — —_— 465 
Balance, end of period .....................00000- $ 5,260 $5,260 $ 5,260 


Definite-lived intangible asset amortization for the next five years is estimated as follows: 2015— 
$3.3 million, 2016—$2.5 million, 2017—$0.8 million, 2018—$0.6 million, 2019—$0.5 million, and thereafter— 
$1.7 million. At December 31, 2014, the weighted average estimated remaining amortization period for definite- 
lived intangible assets is 4.8 years. 


4. Investments 


The Company’s investments, excluding the assets of consolidated sponsored investment products, discussed 
in Note 19, are as follows: 


December 31, 


2014 2013 
($ in thousands) 
Marketable securities ..... 0.0... ccc cece cece ete eee eee ee $50,251 $28,968 
Equity method investments .......... 0.00. c eee eee eee 7,209 4,070 
Nonqualified retirement plan assets .......... 00.0. eee eee eee eee 5,063 4,220 
Other InvestMeENt: 6055264 ssc 46s aS God ee oe ODA ea SN ae oS 925 — 
Total investments: 2.204 200440000 00000008 ¢eeueta deasaoed yee $63,448 $37,258 
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Marketable Securities 


The Company’s marketable securities consist of both trading (including securities held by a broker-dealer 
affiliate) and available-for-sale securities. The composition of the Company’s marketable securities is 
summarized as follows: 


December 31, 2014 
Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading: 

Sponsored funds. :ccgt ete do eaten tyes diaeeehe deat $39,079  $(1,190) $423 $38,312 

Equity S€CUDILES * .4.5.h cs Gas cep pd eaaesl aden eae eas 8,421 — 319 8,740 
Available-for-sale: 

Sponsored closed-end funds ......... 0.0.0.0 ee eee ee eee 3,129 (163) 233 3,199 
Total marketable securities ............... 0.00. c eee eee $50,629  $(1,353) $975 $50,251 
December 31, 2013 

Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading: 

Sponsored funds ........ 20.0000 c eee e eect e as $16,079  $(704) $2,529 $17,904 

Equity S€CUMMES: 2200 esas nos cba ede Gdawert eoed de ed 7,043 — 1,336 8,379 
Available-for-sale: 

Sponsored closed-end funds ......... 0.0... c cece eee eee 2,815 (145) 15 2,685 
Total marketable securities ............... 0.0.00. 000 cee eeee $25,937 $(849) $3,880 $28,968 


For the years ended December 31, 2014, 2013 and 2012, the Company recognized a realized gain of $8.2 
million, $1.0 million and $0.4 million, respectively, on trading securities. 


Equity Method Investments 


In 2014, the Company acquired an interest in a limited partnership for approximately $5.0 million which 
includes a future capital commitment for up to $6.7 million in the event that it is called by the partnership. 


On April 9, 2013, the Company acquired a 24% noncontrolling Euro-denominated equity interest in 
Kleinwort Benson Investors International, Ltd. (“KBII’), a subsidiary of Kleinwort Benson Investors (Dublin) 
(“KBID”) for €2.6 million or $3.4 million. KBII is a U.S. registered investment adviser that provides specialized 
equity strategies. As of the date of acquisition, the Company allocated $2.5 million of this investment to 
goodwill, $0.6 million to definite-lived intangible assets that are being amortized over seven years and $0.3 
million allocated to the remaining assets and liabilities of KBII. In conjunction with this investment, the 
Company entered into a put and call option with KBID. This investment is translated into U.S. dollars at current 
exchange rates as of the end of each accounting period. Net income or loss of the noncontrolled affiliate is 
translated at average exchange rates in effect during the accounting period. Net translation exchange gains and 
losses are excluded from income and recorded in accumulated other comprehensive income. 
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Nonqualified Retirement Plan Assets 


The Excess Incentive Plan allows certain employees to voluntarily defer compensation. The Company holds 
the Excess Incentive Plan assets in a rabbi trust, which is subject to the claims of the Company’s creditors in the 
event of the Company’s bankruptcy or insolvency. Assets held in trust are included in investments and are 
carried at fair value in accordance with ASC 320; the associated obligations to participants are included in other 
liabilities in the Company’s Consolidated Balance Sheets. 


Other Investments 


Other investments represents interests in affiliate entities not accounted for under the equity method such as 
the cost method or fair value. 


5. Fair Value Measurements 


The Company’s assets and liabilities measured at fair value, excluding the assets and liabilities of 
consolidated sponsored investment products discussed in Note 19, on a recurring basis as of December 31, 2014 
and December 31, 2013 by fair value hierarchy level were as follows: 


December 31, 2014 
Level 1 Level2 Level 3 Total 

($ in thousands) 
Assets 
Cash @qurvalents: co: 5.264 aca denscac oblate paren day ctacegee dtees aera de dace abeceas $202,054 $— $— $202,054 
Marketable securities trading: 

Sponsored funds. oc ese ceslecee see ee eee eee eed ee ee 38,312 — — 38,312 

Equity S€CUNMES) o.c.0 diese ean eed eda eae ead bees 8,740 — — 8,740 
Marketable securities available for sale: 

Sponsored closed-end funds ............ 00. ce eee eee eee eee 3,199 — — 3,199 
Other investments 

Nonqualified retirement plan assets ................. 00.0000. 5,063 — — 5,063 
Total assets measured at fair value .................. 000000000 $257,368 $— $— $257,368 
December 31, 2013 

Level 1 Level2 Level 3 Total 

($ in thousands) 
Assets 
Cash:equivalents: 6.246 .4.0s.ac0dddieeeane cade bib 4d ae mena Pads $270,262 $— $— $270,262 
Marketable securities trading: 

sponsored: funds: 2s. cishcte beedbkd tad getwd- idaho hes 17,904 — — 17,904 

Equity-S€curities - co. acsacawlan tas bo hae Hee ee eRe eh ees 8,379 — — 8,379 
Marketable securities available for sale: 

Sponsored closed-end funds ............. 0.0.0.0... 00002 eae 2,685 —_— —_— 2,685 
Other investments 

Nonqualified retirement plan assets ....... 0.0.0... eee eee eee 4,220 — — 4,220 
Total assets measured at fair value .............. 00.0000. e eee $303,450 $— $— $303,450 


The following is a discussion of the valuation methodologies used for the Company’s assets measured at fair 
value. 
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Cash equivalents represent investments in money market funds. Cash investments in actively traded money 
market funds are valued using published net asset values and are classified as Level 1. 


Sponsored funds represent investments in open-end mutual funds, variable insurance funds and closed-end 
funds for which the Company acts as the investment manager. The fair value of open-end mutual funds and 
variable insurance funds is determined based on their published net asset values and are categorized as Level 1. 
The fair value of closed-end funds is determined based on the official closing price of the exchange they are 
traded on and are categorized as Level 1. 


Equity securities include securities traded on active markets and are valued at the official closing price 
(typically last sale or bid) on the exchange on which the securities are primarily traded and are categorized as 
Level 1. 


Nonqualified retirement plan assets represent mutual funds within a nonqualified retirement plan whose fair 
value is determined based on their published net asset value and are categorized as Level 1. 


Cash, accounts receivable, accounts payable and accrued liabilities equal or approximate fair value based on 
the short-term nature of these instruments. Marketable securities are reflected in the consolidated financial 
statements at fair value based upon publicly quoted market prices. 


Transfers into and out of levels are reflected when significant inputs, including market inputs or 
performance attributes, used for the fair value measurement become observable or unobservable or when the 
Company determines it has the ability, or no longer has the ability, to redeem, in the near term, certain 
investments that the Company values using a net asset value, or if the book value of certain equity method 
investments no longer represents fair value. There were no transfers between Level 1 and Level 2 during the 
years ended December 31, 2014 and 2013. 


6. Furniture, Equipment and Leasehold Improvements, Net 


Furniture, equipment and leasehold improvements, net are summarized as follows: 


December 31, 

2014 2013 
($ in thousands) 
Furniture and office equipment ........... 0... 0c eee ee eee ee $ 4,762 $ 4,033 
Computer equipment and software ...................000000-5 6,148 5,663 
Leasehold improvement: 3. ..6:0 4 ses cee e oars ava ceeded e as 8,454 7,240 

19,364 16,936 
Accumulated depreciation and amortization ................004- (12,171) (9,717) 
Furniture, equipment and leasehold improvements, net ........... $ 7,193 $ 7,219 
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7. Income Taxes 


The components of the provision for income taxes are as follows: 


Years Ended December 31, 
2014 2013 2012 

($ in thousands) 
Current 

Federal 2.0.0... 0c ccc cece cece ce ceeeeeeeuveas $31,787 $10,395 $ — 

SLATE ce dtd ace th deo-g Geo sabdhd Gap ha wee nae aad 3,168 1,787 341 
Total current tax expense ......... 0... cee eee eee eee 34,955 12,182 341 
Deferred 

Pedétall. 5 és ¢dinie-dceeuedshowiad bea we ee dasa eeebes 3,200 29,933 19,707 

DEALCS fis Pc ars eect heen to denee oun eek eras antesnteee aaa 1,194 2,663 6,982 
Total deferred tax expense (benefit) ................. 4,394 32,596 26,689 
Total expense for income taxes ...............-2-005 $39,349 $44,778 $27,030 


The following presents a reconciliation of the provision (benefit) for income taxes computed at the federal 
statutory rate to the provision (benefit) for income taxes recognized in the Consolidated Statements of Operations 
for the years indicated: 


Years Ended December 31, 

2014 2013 2012 
($ in thousands) 
Tax at statutory rate... 2... eee nee $ 47,922 35% $41,968 35% $22,645 35% 
State taxes, net of federal benefit ...................0.. 4,357 3 2,893 2 4,793 7 
Uncertain tax positions 2.2.0... 0. eee eee eee (30,961) (22) — — — — 
TRS :Audit réesOlution<«. 5 ¢cences eis chosen elke soe eaters A 15,505 11 — — — — 
Change in valuation allowance ..............20 eee eee 2,165 2 (264) — (242) — 
QUIET, Eb xe. 2 e523 id ee a PSOE aoa RSs, sod a Ag acdsee 361 — 181 — (166) — 
Income tax expense ........... 0. ccc eee ete eee $ 39,349 29% $44,778 37% $27,030 42% 


The provision for income taxes reflects U.S. federal, state and local taxes at an estimated effective tax rate 
of 28.9%, 36.7% and 41.7% for the years ended December 31, 2014, 2013 and 2012, respectively. The 
Company’s effective tax rate for the year ended December 31, 2014 was impacted by a net tax benefit of 
approximately $15.5 million due to the settlement of the Internal Revenue Service (“IRS”) examination of its 
2011 federal consolidated corporate income tax return. The net benefit is comprised of the recognition of tax 
benefits from uncertain tax positions of approximately $31.0 million and a reduction in the deferred tax assets of 
approximately $15.5 million which are related to a loss resulting from the past dissolution of a subsidiary. 
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Deferred taxes resulted from temporary differences between the amounts reported in the consolidated 


financial statements and the tax basis of assets and liabilities. The tax effects of temporary differences are as 
follows: 


December 31, 

2014 2013 
($ in thousands) 
Deferred tax assets: 
IntangiDle-assets: ich aces anes eeee s Caan aaa es wemaree eased aa wien $ 36,340 $ 43,827 
Net ‘operating lOSses: 223.0444 cid sd cake ae ae dawn dswe bees 21,547 23,705 
Compensation acerials: 25s 00:0. ¢he4 kee aes ead oS ee 6,757 6,280 
Investments 2o3.6/n0dd80k Sheek eed Gewese wows bon Lew ees 8,717 5,111 
Unrealized 1Oss/(@ain). osc sneer e ade ew ean eae ob ae kode bed 2,362 (2,357) 
OUNER oi, 5 Bcd d boa So dsicra Ske Reds Dea es dtd A orn bee Bea 46 1,581 
Gross ‘deferred: tax assets: 2.6 630.0 4 8.8dbve ge Cente doe eee Bee Ras 75,769 78,147 
Valuation allowance ........ 0.0 cece teens (2,397) (35) 
Gross deferred tax assets after valuation allowance .............. 73,372 78,112 
Deferred tax liabilities: 
Intangible-assets: ..c-c6.00 eviwed die Gees Seda w ewe ose Se eee (12,718) (13,078) 
Other iMVEStMeNts 2.2: 6 css teres eked ob aes oa psgeete (492) (534) 
Gross deferred tax liabilities... 2.0... 0.0.0... cece eee (13,210) (13,612) 
Deferred tax assets, Net. cosas, ci ead s teed gS bao 0 HS Sodas nee $ 60,162 $ 64,500 


At each reporting date, the Company evaluates the positive and negative evidence used to determine the 
likelihood of realization of all its deferred tax assets. The Company maintained a valuation allowance in the 
amount of $2.4 million, $0.0 million and $1.6 million at December 31, 2014, 2013 and 2012, respectively, 
relating to deferred tax assets on items of a capital nature as well as certain state deferred tax assets. 


As of December 31, 2014, the Company had $41.0 million of net operating loss carry-forwards for federal 
income tax purposes. The related federal net operating loss carry-forwards are scheduled to begin to expire in the 
year 2029. As of December 31, 2014, the Company had state net operating loss carry-forwards, varying by 
subsidiary and jurisdiction, represented by a $7.2 million deferred tax asset. The state net operating loss carry- 
forwards are scheduled to begin to expire in 2016. 


Internal Revenue Code Section 382 limits tax deductions for net operating losses, capital losses and net 
unrealized built-in losses after there is a substantial change in ownership in a corporation’s stock involving a 50 
percentage point increase in ownership by 5% or larger stockholders. During the year ended December 31, 2009, 
due to changes in the Company’s stockholder base, the Company incurred an ownership change as defined in 
Section 382. At December 31, 2014, the Company has approximately $66.5 million in pre-change net operating 
loss carryovers and built-in losses that are reflected within the Company’s deferred tax assets noted above and 
are subject to an annual limitation of $4.2 million plus any cumulative unused Section 382 limitation from post- 
change tax years. 
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Activity in unrecognized tax benefits is as follows: 


Years Ended December 31, 
2014 2013. 2012 
($ in thousands) 
Balance, beginning of year ............... 00. eee $ 32,602 $33,948 $34,139 
Decrease related to tax positions taken in prior years ... (32,602) (1,346) (191) 
Increase related to positions taken in the current year ... — — — 
Balance; énd of year. c2c.see085 he cheek opeends ode $ — $32,602 $33,948 


In connection with completion of the IRS examination of the Company’s 2011 consolidated corporate 
income tax return, the Company reduced its unrecognized tax benefits by $32.6 million ($31.0 million, net of 
federal benefit during the year ended December 31, 2014). The completion of the examination also resulted in an 
adjustment that decreased the Company’s net operating loss carry-forwards by approximately $15.5 million. 


The Company’s practice is to classify interest and penalties related to income tax matters in income tax 
expense. The Company recorded no interest or penalties related to uncertain tax positions at December 31, 2014, 
2013 and 2012. 


During the year ended December 31, 2014, the Company recognized tax benefits of $24.8 million related to 
cumulative windfall deductions on certain stock-based incentive plans. Under ASC 718, Compensation-Stock 
Compensation, these tax benefits are utilized for financial statement purposes when they serve to reduce income 
taxes payable. Under the Company’s accounting policy, net operating losses and benefits from other sources are 
recognized before windfall benefit carryovers. The tax benefit related to these windfall deductions was recorded 
as an increase to Stockholders’ Equity. 


The earliest federal tax year that remains open for examination is 2008 since unutilized net operating loss 
carry-forwards from 2008 could be denied when claimed in future years. The earliest open years in the 
Company’s major state tax jurisdictions are 2001 and 2000 for Connecticut and New York, respectively. 


8. Debt 
Credit Facility 


The Company has an amended and restated senior secured revolving credit facility (the “Credit Facility”) 
that has a five-year term and provides borrowing capacity of up to $75.0 million, with a $7.5 million sub-limit for 
the issuance of standby letters of credit. In addition, the Credit Facility provides for a $50.0 million increase in 
borrowing capacity conditioned on approval by the lending group. The Credit Facility is secured by substantially 
all of the assets of the Company. During the third quarter of 2013, the Company repaid the $15.0 million then 
outstanding balance under the Credit Facility. At December 31, 2014 and 2013, there were no amounts 
outstanding under the Credit Facility. As of December 31, 2014, the Company had the capacity to draw on the 
entire $75.0 million under the Credit Facility. 


Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at the Company’s 
option, either LIBOR for interest periods of one, two, three or six months or an alternate base rate (as defined in 
the Credit Facility agreement), plus, in each case, an applicable margin, that ranges from 0.75% to 2.50%. Under 
the terms of the Credit Facility, the Company is also required to pay certain fees, including an annual 
commitment fee that ranges from 0.35% to 0.50% on undrawn amounts and a letter of credit participation fee at 
an annual rate equal to the applicable margin as well as any applicable fronting fees, each of which is payable 
quarterly in arrears. 
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The Credit Facility contains customary covenants, including covenants that restrict (subject in certain instances 
to minimum thresholds or exceptions) the ability of the Company and certain of its subsidiaries to incur additional 
indebtedness, create liens, merge or make acquisitions, dispose of assets, enter into leases, sale/leasebacks or 
acquisitions of capital stock, and make loans, guarantees and investments, among other things. In addition, the 
Credit Facility contains certain financial covenants, the most restrictive of which include: (i) a minimum interest 
coverage ratio (generally, adjusted EBITDA to interest expense as defined in and for the period specified in the 
Credit Facility agreement) of at least 4.00:1, and (ii) a leverage ratio (generally, total debt as of any date to adjusted 
EBITDA as defined in and for the period specified in the Credit Facility agreement) of no greater than 2.75:1. For 
purposes of the Credit Facility, adjusted EBITDA generally means, for any period, net income of the Company 
before interest expense, income taxes, depreciation and amortization expense, and excluding non-cash stock-based 
compensation, unrealized mark-to-market gains and losses, certain severance, and certain non-cash non-recurring 
gains and losses as described in and specified under the Credit Facility. At December 31, 2014 and 2013, the 
Company was in compliance with all financial covenants under the Credit Facility. 


The Credit Facility agreement also contains customary provisions regarding events of default which could 
result in an acceleration of amounts due under the facility. Such events of default include our failure to pay 
principal or interest when due, our failure to satisfy or comply with covenants, a change of control, the 
imposition of certain judgments, the invalidation of liens we have granted, and a cross-default to other debt 
obligations. 


9. Commitments and Contingencies 
Legal Matters 


The Company is regularly involved in litigation and arbitration as well as examinations, inquiries and 
investigations by various regulatory bodies, including the SEC, involving its compliance with, among other 
things, securities laws, client investment guidelines, laws governing the activities of broker-dealers and other 
laws and regulations affecting its products and other activities. Legal and regulatory matters of this nature 
involve or may involve the Company’s activities as an employer, issuer of securities, investor, investment 
adviser, broker-dealer or taxpayer. In addition, in the normal course of business, the Company discusses matters 
with its regulators raised during regulatory examinations or is otherwise subject to their inquiry. These matters 
could result in censures, fines, penalties or other sanctions. 


The Company accrues for a liability when it is both probable that a liability has been incurred and the 
amount of the liability can be reasonably estimated. Significant judgment is required in both the determination of 
probability and the determination as to whether a loss is reasonably estimable. In addition, in the event the 
Company determines that a loss is not probable, but is reasonably possible, and it becomes possible to develop 
what the Company believes to be a reasonable range of possible loss, then the Company will include disclosures 
related to such matter as appropriate and in compliance with ASC 450, Loss Contingencies. The disclosures, 
accruals or estimates, if any, resulting from the foregoing analysis are reviewed at least quarterly and adjusted to 
reflect the impact of negotiations, settlements, rulings, advice of legal counsel and other information and events 
pertaining to a particular matter. The Company believes, based on its current knowledge that the outcomes of its 
legal and regulatory proceedings are not likely, either individually or in the aggregate, to have a material adverse 
effect on its consolidated financial condition. However, in the event of unexpected subsequent developments and 
given the inherent unpredictability of these legal and regulatory matters, the Company can provide no assurance 
that its assessment of any claim, dispute, regulatory examination or investigation or other legal matter will reflect 
the ultimate outcome and an adverse outcome in certain matters could, from time to time, have a material adverse 
effect on the Company’s results of operations or cash flows in particular quarterly or annual periods. 
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Tom Cummins v. Virtus Investment Partners Inc. et al 


On February 20, 2015, a putative class action complaint alleging violation of the federal securities laws was 
filed by an individual shareholder against the Company and certain of the Company’s current officers in the 
United States District Court for the Southern District of New York. The complaint was purportedly filed on 
behalf of all purchasers of the Company’s common stock between May 28, 2013 and December 22, 2014, 
inclusive (the “Class Period”). The complaint alleges that, during the Class Period, the defendants disseminated 
materially false and misleading statements and concealed material adverse facts relating to certain funds 
subadvised by F-Squared Investments. The complaint alleges claims under Sections 10(b) and 20(a) of the 
Securities Exchange Act of 1934, as amended, and Rule 10b-5. The plaintiff seeks to recover unspecified 
damages on behalf of the class members. The Company believes that the suit is without merit and intends to 
defend it vigorously. The Company believes that there is not a material loss that is probable and reasonably 
estimable related to this claim. 


Lease Commitments 


The Company incurred rental expenses, primarily related to office space, under operating leases of $3.7 
million, $3.4 million and $3.3 million in 2014, 2013 and 2012, respectively. Minimum aggregate rental payments 
required under operating leases that have initial or remaining non-cancelable lease terms in excess of one year as 
of December 31, 2014 are as follows: $3.7 million in 2015; $3.7 million in 2016; $3.6 million in 2017; $3.4 
million in 2018; $2.1 million in 2019; and $4.0 million thereafter. 


10. Equity Transactions 


During the years ended December 31, 2014 and 2013, pursuant to the Company’s share repurchase program 
implemented in the fourth quarter of 2010, the Company repurchased 225,441 and 105,000 common shares, 
respectively, at a weighted average price of $178.54 per share and $187.61 per share, respectively, plus 
transaction costs for a total cost of approximately $40.3 million and $19.7 million, respectively. As of 
December 31, 2014, the Company has repurchased a total of 575,441 shares of common stock at a weighted 
average price of $134.98 per share plus transaction costs for a total cost of $77.7 million. 


On December 10, 2014, the Company’s board of directors authorized an additional 500,000 shares of 
common stock under the current share repurchase program. Total shares remaining available for repurchase as of 
December 31, 2014 were 624,559. Under the terms of the program, the Company may repurchase shares of its 
common stock from time to time at its discretion through open market repurchases and/or privately negotiated 
transactions, depending on price and prevailing market and business conditions. The program, which has no 
specified term, may be suspended or terminated at any time. 


During the second, third and fourth quarters of the year ended December 31, 2014, the Board of Directors 
declared quarterly cash dividends of $0.45 each. Total dividends declared were $12.5 million for the year ended 
December 31, 2014. At December 31, 2014, $4.3 million is shown as dividends payable in liabilities in the 
Consolidated Balance Sheet, primarily representing the fourth quarter dividend to be paid on February 13, 2015 
to all shareholders of record on January 30, 2015. There were no cash dividends during the year ended 
December 31, 2013. 


In September 2013, the Company issued 1.3 million shares of common stock in a public offering for net 
proceeds of $191.8 million after underwriting discounts, commissions and other offering expenses, pursuant to 
an already effective shelf registration statement. 
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11. Accumulated Other Comprehensive Income 
The changes in accumulated other comprehensive income by, component, are as follows: 


Unrealized Gains 


and (Losses) Foreign 
on Securities Currency 
Available-for- Translation 
Sale Adjustments 
($ in thousands) 
Balance December 31, 2013 ......... 0... cece eee eee $(231) $ 81 
Unrealized net gains on investments, net of tax of ($76) ... 124 — 
Foreign currency translation adjustments, net of tax of 
DUG aoe sats Oe eparee toes ae shh ace Sins) eto Sencareeoee ea soeenca Goes — (216) 
Amounts reclassified from accumulated other 
comprehensive income ............... 000.0 e eee eee — — 
Net current-period other comprehensive income .......... 124 (216) 
Balance December 31, 2014 ....... 0.0... 0c cece eee eee $(107) $(135) 
Unrealized Gains 
and (Losses) Foreign 
on Securities Currency 
Available-for- Translation 
Sale Adjustments 
($ in thousands) 
Balance December 31, 2012 ...... 0.0.0... cee eee eee $(287) $ — 
Unrealized net gains on investments, net of tax of $223 .... 56 — 
Foreign currency translation adjustments, net of tax of 
(BDO) ad ws deel d dened dh scelea heed GM ieee Be bon wee eee — 81 
Amounts reclassified from accumulated other 
comprehensive income ................0 0000s eee — — 
Net current-period other comprehensive income .......... 56 81 
Balance December 31, 2013 1.0... 0.0... cece eee $(231) $ 81 


12. Capital and Reserve Requirement Information 


As a broker-dealer registered with the Securities and Exchange Commission and a member of the Financial 
Industry Regulatory Authority, our subsidiary, VP Distributors, LLC (“VPD”), is subject to certain rules regarding 
minimum net capital. VPD operates pursuant to Rule 15c3-1(a), promulgated under the Securities Exchange Act of 
1934, as amended (the “Exchange Act’’), and, accordingly, is required to maintain a ratio of “aggregate 
indebtedness” to “net capital” (as those items are defined in the rule) which may not exceed 15.0 to 1.0. 


Aggregate indebtedness, net capital, and the resultant ratio for VPD were as follows: 


December 31, 
2014 2013 2012 
($ in thousands) 
Aggregate indebtedness .............. 000 eee eee $ 23,511 $28,020 $ 23,443 
Net:capital ¢ 0 j.2gcascebeeweeia ene samedat dead. 21,919 22,086 16,617 
Ratio of aggregate indebtedness to net capital ........ 1.1 tol 1.3 to 1 1.4 to 1 
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VPD’s minimum required net capital at December 31, 2014 and 2013 based on its aggregate indebtedness 
on those dates was $1.6 million and $1.9 million, respectively. 


The operations of VPD do not include the physical handling of securities or the maintenance of open 
customer accounts. Accordingly, VPD claims exemption from the reserve provisions of Rule 15c3-3 promulgated 
under the Exchange Act pursuant to the exemption allowed by paragraph (k)(2)(i) of such rule. 


13. Restructuring and Severance 


During 2014, 2013 and 2012, the Company recorded restructuring charges of $0.3 million, $0.2 million and 
$1.6 million, respectively, related to headcount reductions and consolidation activities. These restructuring and 
severance charges have been included within restructuring and severance expenses in the accompanying 
Consolidated Statements of Operations. There was less than $0.1 million of unpaid severance and related charges 
as of December 31, 2014. 


14. BMO Related Party Transactions 


In May 2006, the Company acquired the rights to advise, distribute and administer the Insight Funds from 
BMO Asset Management Corp. (“BMO”), a subsidiary of BMO Financial Corp. BMO and BMO Financial 
Corp., a significant stockholder of the Company, are related parties of the Company. 


Subadvisory investment management fees and distribution and administration fee expenses paid or payable 
to BMO were $0.1 million, $0.5 million and $2.1 million for the years ended December 31, 2014, 2013 and 2012 
respectively. No amount was payable to BMO and its affiliates at December 31, 2014. At December 31, 2013, 
less than $0.1 million was payable to BMO and its affiliates related to subadvisory investment management fees 
and distribution fees. 


15. Retirement Savings Plan 


The Company sponsors a defined contribution 401(k) retirement plan (the “401(k) Plan’’) covering all 
employees who meet certain age and service requirements. Employees may contribute a percentage of their 
eligible compensation into the 401(k) Plan, subject to certain limitations imposed by the Internal Revenue Code. 
The Company matches employees’ contributions at a rate of 100% of employees’ contributions up to the first 
3.0% and 50.0% of the next 2.0% of the employees’ compensation contributed to the 401(k) Plan. The 
Company’s matching contributions were $2.8 million, $2.5 million and $2.0 million in 2014, 2013 and 2012, 
respectively. 


16. Stock-Based Compensation 


The Company has an Omnibus Incentive and Equity Plan (the “Plan”) under which officers, employees and 
directors may be granted equity-based awards, including restricted stock units (“RSUs”), stock options and 
unrestricted shares of common stock. At December 31, 2014, 427,781 shares of common stock remain available 
for issuance of the 1,800,000 shares that were reserved for issuance under the Plan. Each RSU entitles the holder 
to one share of common stock when the restriction expires. RSUs generally have a term of one to three years and 
may be time-vested or performance-contingent. Stock options generally cliff vest after three years and have a 
contractual life of ten years. Stock options are granted with an exercise price equal to the fair market value of the 
shares at the date of grant. The fair value of each RSU is estimated using the intrinsic value method, which is 
based on the fair market value price on the date of grant unless it contains a performance metric that is 
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considered a market condition. RSUs that contain a market condition are valued using a simulation valuation 
model. Shares that are issued upon exercise of stock options and vesting of RSUs are newly issued shares from 


the Plan and are not issued from treasury stock. 


Stock-based compensation expense is summarized as follows: 


Years Ended December 31, 
2014 2013 2012 
($ in thousands) 
Stock-based compensation expense ................0005- $9,778 $7,960 $6,927 


RSU activity for the year ended December 31, 2014 is summarized as follows: 


Weighted 

Average 
Number Grant Date 

of shares Fair Value 

Outstanding at December 31, 2013 ................. 233,763 $ 87.97 
GiANEd sis ieci doin doe esa wee dead asad 77,947 $183.83 
POrt@ited): 5 cede «ace eh pace aes RH eed Bes a SAS (13,860) $139.61 
SOULE: Gata eae ds ye eet ele sae eas Pees Ua eons ese (117,914) $ 60.91 
Outstanding at December 31, 2014 ................. 179,936 $143.25 


The grant-date intrinsic value of RSUs granted during the year ended December 31, 2014 was $14.3 million. 
At December 31, 2014, outstanding RSUs have a weighted average remaining contractual life of 1.1 years. The 
weighted-average grant-date fair value of RSUs granted during the years ended December 31, 2014, 2013 and 
2012 was $183.83, $188.36 and $81.47 per share, respectively. The total fair value of RSUs vested during the 
years ended December 31, 2014, 2013 and 2012 was $21.1 million, $17.9 million and $30.7 million, 
respectively. For the years ended December 31, 2014, 2013 and 2012, a total of 50,952, 38,222 and 143,102 
RSUs, respectively, were withheld through net share settlement by the Company to settle minimum employee tax 
withholding obligations. The Company paid $9.1 million, $7.5 million and $11.5 million for the years ended 
December 31, 2014, 2013 and 2012, respectively, in minimum employee tax withholding obligations related to 
RSUs withheld. These net share settlements had the effect of share repurchases by the Company as they reduced 
the number of shares that would have been otherwise issued as a result of the vesting. 


As of December 31, 2014, unamortized stock-based compensation expense for outstanding RSUs was $12.6 
million, with a weighted average remaining amortization period of 1.1 years. As of December 31, 2013, 
unamortized stock-based compensation expense for outstanding RSUs and stock options was $8.9 million and 
$0.1 million, respectively, with weighted average remaining amortization periods of 1.0 years and 0.2 years, 
respectively. The Company did not capitalize any stock-based compensation expenses during the years ended 
December 31, 2014, 2013 and 2012. There were no unvested stock options at December 31, 2014. 


During the year ended December 31, 2014, the Company granted 27,782 RSUs which contain two 
performance based metrics in addition to a service condition. The two performance metrics are based on the 
Company’s growth in operating income, as adjusted, relative to peers over a one year period and total 
shareholder return (“TSR”) relative to peers over a three year period. For the year ended December 31, 

2014, total stock-based compensation expense included $1.4 million for these performance contingent RSUs. As 
of December 31, 2014, unamortized stock-based compensation expense related to these performance contingent 
RSUs was $3.5 million. 
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Compensation expense for these performance contingent awards is recognized over the three year service 
period based upon the value determined under the intrinsic value method for the growth in operating income, as 
adjusted portion of the awards and the Monte Carlo simulation valuation model for the TSR portion of the 
awards since it represents a market condition. Compensation expense for the TSR portion of the awards is fixed 
at the date of grant and will not be adjusted in future periods based upon the achievement of the TSR 
performance metric. Compensation expense for the growth in operating income, as adjusted, portion of the 
awards is recorded each period based upon a probability assessment of the expected outcome of the performance 
metric with a final adjustment upon the final outcome. 


Stock option activity for the year ended December 31, 2014 is summarized as follows: 


Weighted 

Number Average 

of shares Exercise Price 
Outstanding at December 31, 2013................. 190,160 $20.11 
GEAMMLO AY soycs ysis ce paces sae , Bote Bee ee ea — $ — 
XCLCISEU sos x ase chokes ack h waa nadaeiee deh natal weaves (27,336) $27.97 
Portetted) x:o ise ha sete es ond e-b-odi eerie a enrad sae eed — — 
Outstanding at December 31, 2014................. 162,824 $18.79 
Vested and exercisable at December 31, 2014 ........ 162,824 $18.79 


The weighted-average remaining contractual term for stock options outstanding at December 31, 2014 and 
December 31, 2013 was 3.9 and 4.8 years, respectively. The weighted-average remaining contractual term for 
stock options vested and exercisable at December 31, 2014 was 3.9 years. At December 31, 2014, the aggregate 
intrinsic value of stock options outstanding and vested and exercisable was $24.7 million. The total grant-date 
fair value of stock options vested during the years ended December 31, 2014, 2013 and 2012 was $0.4 million, 
$0.2 million and $1.2 million, respectively. The total intrinsic value of stock options exercised for the years 
ended December 31, 2014, 2013 and 2012 was $4.2 million, $5.1 million, $9.2 million, respectively. Cash 
received from stock option exercises was $0.8 million, $0.6 million and $2.6 million for 2014, 2013 and 2012, 
respectively. 


Employee Stock Purchase Plan 


The Company offers an employee stock purchase plan that allows employees to purchase shares of common 
stock on the open market at market price through after-tax payroll deductions. The initial transaction fees are 
paid for by the Company and shares of common stock are purchased on a quarterly basis. The Company does not 
reserve shares for this plan or discount the purchase price of the shares. 
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17. Earnings Per Share 


The computation of basic and diluted earnings per share is as follows: 


Years Ended December 31, 
2014 2013 2012 

($ in thousands, except per share amounts) 
Net Income: 2 3. esi8 35 cab eecaee ei b ee bbe eeeanwines $96,965 $77,130 $37,773 
Noncontrolling interests ... 0.0.0... cee eee ee eee 735 (1,940) (101) 
Allocation of earnings to preferred stockholders ........ — — (64) 
Net Income Attributable to Common Stockholders ... $97,700 $75,190 $37,608 
Shares: 
Basic: Weighted-average number of shares 

OUUSTANGING, 5.05055. 2g0cehatesowns eh eae andeawave so 9,091 8,188 7,727 
Plus: Incremental shares from assumed conversion of 

GilGtHVE TTSHUMENUS a ces. 522256 ete Sardanend DEP Ge 201 245 346 
Diluted: Weighted-average number of shares 

OUIStANCING 4:3. 45 Gare eatwwieies Goa Vaew eee and ded 9,292 8,433 8,073 
Earnings per share—basic ............ 000.0 ee eee eee $10.75 $ 918 $ 4.87 
Earnings per share—diluted ..................0.000. $1051 $ 892 $ 4.66 


For the year ended December 31, 2014, there were 6,085 instruments excluded from the above computations 
of weighted-average shares for diluted EPS because the effect would be anti-dilutive. For the years ended 
December 31, 2013 and 2012, there were no instruments excluded from the above computations of weighted- 
average shares for diluted EPS because the effect would be anti-dilutive. 


18. Concentration of Credit Risk 


The concentration of credit risk with respect to advisory fees receivable is generally limited due to the short 
payment terms extended to clients by the Company. The following funds provided 10 percent or more of the total 
revenues of the Company: 


Years Ended December 31, 
2014 2013 2012 
($ in thousands) 
Virtus Premium AlphaSector™ Fund 
Investment management, administration and transfer 
agent fees: ss cic cdaded sin debeces thr erene dad $61,566 $41,921 $27,987 
Percent of total revenues ............. 0000000 ee 14% 11% 12% 
Virtus Multi-Sector Short Term Bond Fund 
Investment management, administration and transfer 
aPentTeeS: 5.4. HM sed tee e ed tani se ae bes $55,401 $52,568 $39,475 
Percent of total revenues ............. 00000 e eee 12% 14% 17% 
Virtus Emerging Markets Opportunities Fund 
Investment management, administration and transfer 
apent tees s.ca-es adders sl di Gd ed eee aes bed $50,435 $53,202 $29,818 
Percent of total PeVenueSs:. 40.6 ceeds eed e aes 11% 14% 12% 
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19. Consolidated Sponsored Investment Products 
Sponsored Investment Products 


In the normal course of its business, the Company sponsors various types of investment products. The 
Company consolidates an investment product when it owns a majority of the voting interest in the entity or it is 
the primary beneficiary of an investment product that is a VIE. The consolidation and deconsolidation of these 
investment products has no impact on net income attributable to stockholders. The Company’s risk with respect 
to these investments is limited to its investment in these products. The Company has no right to the benefits 
from, and does not bear the risks associated with, these investment products, beyond the Company’s investments 
in, and fees generated from these products. If the Company were to liquidate, these investments would not be 
available to the general creditors of the Company. The Company does not consider cash and investments held by 
consolidated sponsored investment products to be assets of the Company other than its direct investment in these 
products. 


As of December 31, 2014 and December 31, 2013, the Company consolidated twelve and eight sponsored 
investment products, respectively. During the year ended December 31, 2014, the Company consolidated six 
additional sponsored investment products and deconsolidated two sponsored investment product because it no 
longer had a majority voting interest. 


The following table presents the balances of the consolidated sponsored investment products that were 
reflected in the Consolidated Balance Sheets as of December 31, 2014 and 2013: 


As of December 31, 
2014 2013 
($ in thousands) 
"Total Gash. 23i-325.6:dibhnd St toe ew orice eh bien esi Steg he eh Ra wae $ 8687 $ 531 
Total IMVestments esis cs taodiels wide oS EA ee ae alae eek HRT A RE ee ee A ES 236,652 139,054 
Allother assets’ 024 ov cced eee sede ica w Ssdaitend bei Peed eel aad Wiad ee ean 6,960 9,595 
Total Wabiites: eee cadeous cased Chea kus ead edn waded Mande ea wee wa aes (12,556) (8,435) 
Redeemable noncontrolling interest ..... 0... eee ee eee enn ee (23,071) (42,186) 
The Company’s net interests in consolidated sponsored investment products ........... $216,672 $ 98,559 
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Consolidation 


The following tables reflect the impact of the consolidated sponsored investment products in the 
Consolidated Balance Sheets as of December 31, 2014 and 2013, respectively: 


As of December 31, 2014 


($ in thousands) 
Total cash 


Total liabilities 
Redeemable noncontrolling interest 
Equity attributable to stockholders of the 

Company 
Non-redeemable noncontrolling interest 


Total liabilities and equity 


As of December 31, 2013 


($ in thousands) 
Total cash 


Total liabilities 
Redeemable noncontrolling interest 
Equity attributable to stockholders of the 

Company 
Non-redeemable noncontrolling interest 


Total liabilities and equity 


Balance Before 
Consolidation of 
Investment Products 


$202,847 
279,863 
180,436 


$663,146 
$ 99,794 


563,542 
(190) 


$663,146 


Balance Before 
Consolidation of 
Investment Products 


$271,014 
135,692 
187,627 


$594,333 
$101,465 


492,930 
(62) 


$594,333 


Consolidated Balances as 
Sponsored Eliminations Reported in 
Investment and Consolidated 

Products Adjustments (a) Balance Sheet 
$ 8,687 — $211,534 
236,652 (216,415) 300,100 
6,960 (257) 187,139 
$252,299 $(216,672) $698,773 
$ 12,813 $ (257) $112,350 
— 23,071 23,071 
239,486 (239,486) 563,542 

— — (190) 
$252,299 $(216,672) $698,773 

Consolidated Balances as 
Sponsored Eliminations Reported in 
Investment and Consolidated 

Products Adjustments (a) Balance Sheet 
$ 531 $ — $271,545 
139,054 (98,434) 176,312 
9,595 (125) 197,097 
$149,180 $ (98,559) $644,954 
$ 8,560 $ (125) $109,900 
— 42,186 42,186 
140,620 (140,620) 492,930 

= = (62) 
$149,180 $ (98,559) $644,954 


(a) Adjustments include the elimination of intercompany transactions between the Company and its 
consolidated sponsored investment products, primarily the elimination of the investments and equity and 
recording of any noncontrolling interest. 
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The following table reflects the impact of the consolidated sponsored investment products in the 
Consolidated Statement of Operations for the years ended December 31 2014, 2013 and 2012, respectively: 


For the Year Ended December 31, 2014 


($ in thousands) 


Total operating revenues ................... 
Total operating expenses ..............2000- 


Operating income (loss) ................... 
Total other non-operating income (expense) .... 


Income (loss) before income tax expense ...... 
Income tax expense .............0000 0000 ee 


Net income (loss) ......... 0.000 e eee eee 
Noncontrolling interests ................... 


Net income (loss) attributable to the Company .. 


Balance Before 
Consolidation of 
Investment Products 


$451,259 
316,840 


134,419 
2,502 


136,921 
39,349 


97,572 
128 


$97,700 


Balances as 


Consolidated Reported in 
Sponsored Eliminations Consolidated 
Investment and Statement of 
Products Adjustments (a) | Operations 
$ — $ (661) $450,598 
3,699 (661) 319,878 
(3,699) —_— 130,720 
2,619 473 5,594 
(1,080) 473 136,314 
—_— — 39,349 
(1,080) 473 96,965 
— 607 735 
$(1,080) $1,080 $ 97,700 
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For the Year Ended December 31, 2013 
Balances as 


Consolidated Reported in 

Balance Before Sponsored Eliminations Consolidated 

Consolidation of Investment and Statement of 

Investment Products Products Adjustments (a) | Operations 

($ in thousands) 

Total operating revenues .................04 $389,202 $ — $ 613 $389,215 
Total operating expenses ................000. 274,913 785 13 275,711 
Operating income (loss) .................0-. 114,289 (785) — 113,504 
Total other non-operating income (expense) .... 5,620 6,098 (3,314) 8,404 
Income (loss) before income tax expense ....... 119,909 5,313 (3,314) 121,908 
Income tax expense ...... 0.0... ee eee eee eee 44,778 — — 44,778 
Net income (loss) ......... 0000 c eee eee eee 75,131 5,313 (3,314) 77,130 

Noncontrolling interests .................00. 59 — (1,999) (1,940) 
Net income (loss) attributable to the Company .. $ 75,190 $5,313 $(5,313) $ 75,190 


For the Year Ended December 31, 2012 
Balances as 


Consolidated Reported in 
Balance Before Sponsored Eliminations Consolidated 
Consolidation of Investment and Statement of 
Investment Products Products Adjustments (a) | Operations 
($ in thousands) 
Total operating revenues ..............2.004- $279,919 $ — $ 167 $280,086 
Total operating expenses .................0.0. 219,326 148 167 219,641 
Operating income (loss) ...............2.0-. 60,593 (148) — 60,445 
Total other non-operating income (expense) .... 4,106 2,649 (2,397) 4,358 
Income (loss) before income tax expense ....... 64,699 2,501 (2,397) 64,803 
Income tax expense 2... ec eee ee eee eee ee 27,030 — —_— 27,030 
Net income (loss) ......... 0000 c eee eee eee 37,669 2,501 (2,397) 37,773 
Noncontrolling interests ................-00. 3 — (104) (101) 
Allocation of earnings to preferred 
Stockholders'«...é.2.cd00208 edie bbaeeens os (64) — — (64) 
Net income (loss) attributable to the Company .. $ 37,608 $2,501 $(2,501) $ 37,608 


(a) Adjustments include the elimination of intercompany transactions between the Company and its 
consolidated sponsored investment products, primarily the elimination of the investments and equity and 
recording of any noncontrolling interest. 
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Fair Value Measurements of Consolidated Sponsored Investment Products 


The assets and liabilities of the consolidated sponsored investment products measured at fair value on a 
recurring by fair value hierarchy level were as follows: 


As of December 31, 2014 
Level 1 Level 2 Level 3 Total 


($ in thousands) 
Assets 
Debt securities <.gc2.3..50 chi od Gi Ghdw nb bedeeedade des $ — $135,050 $1,065 $136,115 
Equity S€CUDIUES:: ¢,cc.05.2554 beaten tea eave ates hee nat 82,417 18,120 —_— 100,537 
TDELIVALLVES = 2. asctsitid 2, ssends oa ete desta id dawn whee deadanene ld soe seed 154 227 — 381 
Total Assets Measured at Fair Value ................ $82,571 $153,397 $1,065 $237,033 
Liabilities 
DDETIVALIVES ace cor eee tects Sodas. dette aad RO eS $ 191 $ — $~— f§$ 191 
Short Sales: c.se5-5. eos eas ees Gd bees chs ease le Ree teens 7TA91 674 — 8,165 
Total Liabilities Measured at Fair Value ............. $ 7,682 $ 674 $ — $ 8,356 


As of December 31, 2013 
Level 1 Level 2 Level 3 Total 


($ in thousands) 
Assets 
DEBt SeCurities: .06.ceedeg db hed GRE oak wae sai eee $ — $47,114 $— $ 47,114 
EQUITY SECULIHLES 325 go egigetth dg ea pode cbivs iaca. ieee a gncpdafatal eosadece dg 91,940 — _— 91,940 
Total Assets Measured at Fair Value .................. $91,940 $47,114 $— $139,054 


The following is a discussion of the valuation methodologies used for the assets and liabilities of the 
Company’s consolidated sponsored investment products measured at fair value. 


Investments of consolidated sponsored investment products represent the underlying debt and equity 
securities held in sponsored products which are consolidated by the Company. Equity securities are valued at the 
official closing price on the exchange on which the securities are traded and are categorized within Level 1. 
Level 2 investments include certain equity securities, including non-US securities, for which closing prices are 
not readily available or are deemed to not reflect readily available market prices and are valued using an 
independent pricing service as well as most debt securities, which are valued based on quotations received from 
independent pricing services or from dealers who make markets in such securities. Pricing services do not 
provide pricing for all securities, and therefore indicative bids from dealers are utilized, which are based on 
pricing models used by market makers in the security and are also included within Level 2. Level 3 investments 
include debt securities that are not widely traded, are illiquid and are priced by dealers based on pricing models 
used by market makers in the security. 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


The following table is a reconciliation of assets of consolidated sponsored investment products for Level 3 
investments for which significant unobservable inputs were used to determine fair value. 


Level 3 
Debt 
peeuniees (2) 
Balance at December 31, 2013 ...............0...000. $— 
PUECHASES i dco ose ee:d a werd Sos ee OSS Be Re ea 1,119 
SACS: Forse are ese suse reek cre gee ae vce ne mite eee keaton de —_— 
PaydOwns> i eice deci nde htasdadwiesdesebena tebe (3) 
Change in unrealized gain/loss ..................004. (51) 
Balance at December 31, 2014 ..................... $1,065 


(a) None of the securities were internally fair valued at December 31, 2014. 


Securities with an end of period market value of $1.5 million were transferred from Level 1 to Level 2 
during the year ended December 31, 2014 because certain non-US securities no longer had readily available 
closing prices or were deemed not reflective of readily available closing prices. There were no transfers between 
Level 1, Level 2 and Level 3 during the years ended December 31, 2013 and 2012, respectively. 


Derivatives 


Beginning in the second quarter of 2014, the Company consolidated investment products which include 
derivative instruments as part of their investment strategies. These derivatives may include futures contracts, 
options contracts and forward contracts. The fair value of such derivatives at December 31, 2014 was immaterial. 
The change in fair value of such derivatives, which is recorded in realized and unrealized gain (loss) on 
investments of consolidated sponsored investment products, net, was immaterial for the year ended 
December 31, 2014. In connection with entering into these derivative contracts these funds may be required to 
pledge to the broker an amount of cash equal to the “initial margin” requirements that varies based on the type of 
derivative. The cash pledged or on deposit is recorded in the Consolidated Balance Sheet of the Company as 
Cash pledged or on deposit of consolidated sponsored investment products. 


Short Sales 


Some of the Company’s consolidated sponsored investment products may engage in short sales, which are 
transactions in which a fund sells a security that it does not own (or that it owns but does not intend to deliver) in 
anticipation that the price of the security will decline. Short sales are recorded in the Consolidated Balance Sheet 
within Other liabilities of consolidated sponsored investment products. 


Borrowings 


One of our consolidated sponsored investment products employs leverage in the form of using proceeds 
from shorts, which allows it to use its long positions as collateral in order to purchase additional securities. The 
use of these proceeds from shorts is secured by the assets of the consolidated sponsored investment product 
which are held with the custodian in a separate account. This consolidated sponsored investment product is 
permitted to borrow up to 33.33% of its total assets. 
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Notes to Consolidated Financial Statements—(Continued) 


20. Subsequent Event 


On January 26, 2015, the Company announced an agreement to acquire a majority interest in ETF Issuer 
Solutions (“ETFis”), a New York City-based company that operates a platform for listing, operating, and 
distributing exchange-traded funds. The transaction is expected to close in March 2015. 


On February 18, 2015, the Company declared a quarterly cash dividend of $0.45 per common share to be 
paid on May 13, 2015 to shareholders of record at the close of business on April 30, 2015. 


21. Selected Quarterly Data (Unaudited) 


2014 
Fourth Third Second First 
($ in thousands, except share data) Quarter Quarter (1) Quarter Quarter 
REVENUES 4 case duck aon Kate pas hemes bees $112,137 $117,841 $112,749 $107,871 
Operating Income .....................000.0, 36,665 38,927 22,502 32,626 
Net Income Attributable to Common 
Stockholders ¢ vsc-sncb pte bse eed ee ewes ee 18,879 37,340 19,543 21,938 
Earnings per share—Basic ................0.. $ 209 $ 410 $ 214 $ 241 
Earnings per share—Diluted ................. $ 205 $ 402 $ 210 $ 2.34 
2013 
Quarter Quarter Quarter Quarter 
REVENUES. sca: z-donvs, anzascnuerd- ak socdnateo tena ueh a te dtbtoadties $106,498 $100,409 $96,140 $86,168 
Operating Income 2s.3i0ccs4 ehcdeadieaot bodes id 33,892 31,630 26,882 21,100 
Net Income Attributable to Common Stockholders .. 24,756 21,089 15,385 13,960 
Earnings per share—Basic ...............--00-5 $ 2.72 $ 264 $ 197 $ 1.79 
Earnings per share—Diluted ..................., $ 265 $ 256 $ 191 §$ 1.73 


(1) The third quarter of 2014 includes a net tax benefit of approximately $15.5 million due to completion of the 
audit of the Company’s 2011 federal corporate income tax return. 
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Exhibit 31.1 


CERTIFICATION UNDER SECTION 302 
I, George R. Aylward, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: March 2, 2015 


/s/ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 
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CERTIFICATION UNDER SECTION 302 
I, Michael A. Angerthal, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: March 2, 2015 


/s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial Officer and Principal Accounting Officer) 


Exhibit 32.1 


CERTIFICATIONS OF CEO AND CFO PURSUANT TO 18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with this Annual Report on Form 10-K of Virtus Investment Partners, Inc. (the “Company”) 
for the fiscal year ended December 31, 2014, as filed with the Securities and Exchange Commission on the date 
hereof (the “Report’”), each of the undersigned officers of the Company hereby certifies, pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of his 
knowledge: 


(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934; and 


(2) the information contained in the Report fairly presents, in all material respects, the financial condition 
and results of operations of the Company. 


Dated: March 2, 2015 


/s/ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 


/s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial Officer and 
Principal Accounting Officer) 


[THIS PAGE INTENTIONALLY LEFT BLANK] 


SUPPLEMENTAL FINANCIAL INFORMATION 


Schedule of Non-GAAP Information 
(Dollars in thousands) 


The company reports its financial results on a Generally Accepted Accounting Principles (GAAP) basis; however 
management believes that evaluating the company’s ongoing operating results may be enhanced if investors have 
additional non-GAAP financial measures. Management reviews non-GAAP financial measures to assess ongoing 
operations and considers them only to be additional metrics for both management and investors to consider the 
company’s financial performance over time, as noted in the footnotes below. Management does not advocate that 
investors consider such non-GAAP financial measures in isolation from, or as a substitute for, financial results 
prepared in accordance with GAAP. 


Reconciliation of Revenues, Operating Expenses and Operating Income on a GAAP Basis to Revenues, 
Operating Expenses and Operating Income, as Adjusted 


Twelve Months Ended 
Dee pee 
Revenues, GAAP basis .........0.0.. 0000 c cee ence cent eens $450,598 $389,215 
Less: 
Distribution and administration expenses ........ 0.0.0. c cee eee eee 114,089 97,786 
Consolidated sponsored investment products revenues (1) ............-.- (661) 13 
Revenues, as adjusted (2) ..... 0.0... ccc cnet ene n ene e eee $337,170 $291,416 
Operating Expenses, GAAP basis ................0. 0c cece teens $319,878 $275,711 
Less: 
Distribution and administration expenses ........ 0.0.0. c ce eee eee eee 114,089 97,786 
Depreciation and amortization ....... 0.0... 6,541 6,835 
Stock-based compensation (3) 2... 0.0... cece eee eee ene 9,592 7,490 
Closed-end fund launch costs (4) 2.0.0.0... ccc teenies 10,085 — 
Restructuring and severance charges ......... 0.0.0.0. e eee ee eee eee 294 203 
System transition costs (5) 2.0... eee eee eee eens 1,050 — 
Newfleet transition expenses (6) ..........0 00. c cece 859 2,172 
Consolidated sponsored investment product expenses (1) ................ 3,038 798 
Operating Expenses, as adjusted (7) ............0.. 0.0 cc cect eee $174,330 $160,427 
Operating Income, as adjusted (8) ............... 0.0 cece cee $162,840 $130,989 
Operating margin, GAAP basis . 2.2... 6... ce eee cen eee bee erees 29% 29% 
Operating margin, as adjusted (8)... 2.2... cee eee 48% 45% 


(1) Revenues and expenses related to consolidated sponsored investment products have been excluded to 
reflect revenues and expenses of the company prior to the consolidation of these products. Revenues 
represent investment management fees net of fees paid to unaffiliated subadvisors and fund expense 
reimbursements, distribution and service fees, and administration and transfer agent fees. 


(2) Revenues, as adjusted, is a non-GAAP financial measure calculated by netting distribution and 
administration expenses from GAAP revenues. Management believes Revenues, as adjusted, provides 
useful information to investors because distribution and administration expenses are costs that are 
generally passed directly through to external parties. 


(3) Stock-based compensation expense includes equity issued under incentive plans and equity granted to 
Board of Directors. 


(4) For the twelve months ended December 31, 2014, closed-end fund launch costs comprise structuring 
fees of $9.6 million payable to underwriters and sales-based compensation of $0.5 million. 
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(5) System transition costs include expenses associated with the transition of middle- and back-office 
systems to a third-party provider and costs associated with migrating to a single trading system 
platform. 


(6) For the twelve months ended December 31, 2014 and December 31, 2013, Newfleet transition 
expenses include $0.2 million and $0.5 million, respectively, of stock-based compensation. 


(7) Operating expenses, as adjusted, is a non-GAAP financial measure that management believes provides 
investors with additional information because of the nature of the specific excluded operating expenses. 
Specifically, management adds back amortization attributable to acquisition-related intangible assets as 
this may be useful to an investor to consider our operating results with the results of other asset 
management firms that have not engaged in significant acquisitions. In addition, we add back 
restructuring and severance charges as we believe that operating expenses exclusive of these costs will 
aid comparability of the information to prior reporting periods. We believe that because of the variety 
of equity awards used by companies and the varying methodologies for determining stock-based 
compensation expense, excluding stock-based compensation enhances the ability of management and 
investors to compare financial results over periods. Distribution and administrative expenses are 
excluded for the reason set forth above. 


(8) Operating income, as adjusted, and operating margin, as adjusted, are calculated using the basis of 


revenues, as adjusted, and operating expenses, as adjusted, as described above. 


The above measures should not be considered as substitutes for any measures derived in accordance with GAAP 
and may not be comparable to similarly titled measures of other companies. Exclusion of items in our non-GAAP 
presentation should not be considered as an inference that these items are unusual, infrequent or non-recurring. 
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Additional Information Regarding Investment Performance Ratings 


For the period ending December 31, 2014, 69%, 97% and 97% of assets eligible for Morningstar rating had 5-, 
4- or 3-star load waived ratings for the 3, 5, 10 years, respectively, based on risk adjusted returns, of a total of 34, 
29, and 20 funds, respectively. Had sales load been included, results would be lower. For each fund with at least 
a three-year history, Morningstar calculates a Morningstar Rating™ based on a Morningstar Risk-Adjusted 
Return measure that accounts for variation in a fund’s monthly performance (including the effect of sales 
charges, loads, and redemption fees), placing more emphasis on downward variation and rewarding consistent 
performance. The top 10% of funds in each category receive 5 stars, the next 22.5% receive 4 stars, the next 35% 
receive 3 stars, the next 22.5% receive 2 stars and the bottom 10% receive | star. The Overall Morningstar 
Rating™ for a fund is derived from a weighted average of performance figures associated with its three-, five- 
and ten- year (if applicable) Morningstar Rating metrics. Ratings are for Class A shares as shown only; other 
share classes bear different fees and expenses, which affect performance. Load-waived star ratings do not include 
any front-end sales load and are intended for those investors who have access to such terms (e.g., for plan 
participants of a defined contribution plan). Strong ratings are not indicative of positive fund performance. 
Absolute performance for some funds was negative. For complete investment performance, please visit 
www.virtus.com. 


Barron’s Fund Family Ranking: 65 fund families met the methodology criteria for the one-year period ended 
12/31/14. Virtus was ranked 1 of 65 for World Equity Funds in 2014 and | of 58 in 2011. Methodology for 
Barron’s/Lipper Best Fund Family Ranking: “To qualify for the Barron’s/Lipper fund survey, a group must have 
at least three funds in Lipper’s general U.S.-stock category, as well as one in world equity, which combines 
global and international funds (2014 year was the first time Barron’s included the performance of emerging- 
market funds in the world-equity category, although fund companies aren’t required to offer such a fund.) 
Barron’s also requires at least one mixed-asset (or balanced) fund, which holds both stocks and bonds. Shops 
also must have at least two taxable-bond funds and one tax-exempt offering. Each fund’s returns are adjusted for 
12b-1 fees, which are used for marketing and distribution expenses. Funds typically factor these into returns, to 
better reflect what investors would see after these annual fees have been deducted. Barron’s aim is to measure 
the manager’s skill, uncomplicated by expenses. Fund loads, or sales charges, aren’t included in the calculation 
of returns, either. Each fund’s performance is measured against those of all funds in its Lipper category (such as 
small-value). That leads to a percentile ranking, with 100 the highest and one the lowest, which is then weighted 
by asset size, relative to the fund family’s other assets in its general classification. If a family’s biggest funds do 
well, that boosts its overall ranking; poor performance in the biggest funds hurts a firm’s ranking. The scoring: 
Say a fund in the general U.S. equity category has $500 million in assets, accounting for half of it parent’s assets 
in that category. Its ranking is the 75th percentile. The first calculation would be 75 times 0.50, which comes to 
37.5. That score is then multiplied by 40%, general equity’s overall weighting in Lipper’s universe. So it would 
be 37.5 times 0.4, which equals 15. Similar calculations are done for each fund in our study. Then, all the 
numbers are added up. The shop with the highest total score wins, both for every category and overall.” 


Data quoted represents past performance. Past performance is no guarantee of future results. Current 
performance may be lower or higher than the performance data quoted. Investing involves risk, including the 
possible loss of principal. The value of your investment will fluctuate over time and you may gain or lose money. 


Please carefully consider a Fund’s investment objectives, risks, charges, and expenses before investing. For 
this and other information about the Virtus Mutual Funds, call 1-800-243-4361 or visit www. Virtus.com for 


a prospectus. Read it carefully before you invest or send money. 


Virtus Mutual Funds are distributed by VP Distributors, LLC, member, FINRA and subsidiary of Virtus 
Investment Partners, Inc. 
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Companies in the Composite of Other Publicly Traded Traditional Asset Management Companies 


Affiliated Managers Group, Inc.; AllianceBernstein Holding L.P.; Artisan Partners Asset Management Inc.; 
Calamos Asset Management, Inc.; Cohen & Steers, Inc.; Eaton Vance Corp.; Federated Investors, Inc.; Franklin 
Resources, Inc.; GAMCO Investors, Inc.; Invesco Ltd.; Janus Capital Group Inc.; Legg Mason, Inc.; Manning & 
Napier, Inc.; T. Rowe Price Group, Inc.; and Waddell & Reed Financial, Inc. 
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